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I, 


Mucn of the prevalent monetary discussion of the day 
includes or touches upon the subject of prices, and almost invari- 
ably when that subject is mentioned there comes to the surface, 
in one form or another, the theory that the main element which 
influences prices today is the quantity of money in circulation. 
More money is the popular panacea constantly demanded from 
our national legislature.*| And the demand is kept up not only 
by Populist orators, but by economists from whose abstractions, 
often misinterpreted, encouragement is drawn. 

The Quantitéits-Theorie is not a new one, but several circum- 
stances have combined recently to give to it exceptional promi- 
nence. In the first place, it forms the basis of the demand for 
the free coinage of silver: There is not enough silver in the 
country to supply the needs of business and trade; it is impos- 
sible for one metal alone to fulfill all the demands made upon it; 

* “ There has not been introduced into Congress, in either branch, within the mem- 
ory of many who are here present, a single law upon the currency question but that 
has had as its aim and desire the creation of a large volume of currency.”—Speech of 
Hon. Jas. H. ECKELS, Comptroller of the Currency, before the Commercial Club of Chi- 
cago, October 27, 1894. 
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and since prosperity can neither be restored nor maintained 
while there is a scarcity of the circulating medium, silver must 
be remonetized, if low prices and consequent hard times are not 
to continue. The plain assumption in this is, of course, that it is 
the quantity of money alone upon which prices depend and 
which constitutes the influential factor in fixing the general price- 
level. But the Populist demand for free silver and the idea that 
an unlimited issue of money is going to make the poor suddenly 
richer would hardly be worthy of serious consideration were it 
not for the fact that it is closely related to another question, that 
of bimetallism. 

In any consideration of the claims of international bimetal- 
lism, one of the first facts which forces itself upon the attention 
is the close connection between the demand for free silver and 
the position of the advocates of an international bimetallic stand- 
ard. President E. Benj. Andrews frankly admits this.* He 
declares that many of the premises of the ultra silver party are 
legitimate and valid; that they are perfectly correct in asserting 
the appreciation in gold and the consequent disastrous fall in 
prices, adding that it is ‘only their proposed remedy” which is 
to be criticised. In other words, both ‘‘home bimetallism” and 
international bimetallism find a common basis in the theory that 
it is the decreased quantity of money which has brought about the fall 
in prices? The quantity decreased, there was an unusual increase 
in demand, and prices fell. 

The cause of the enhanced demand, according to the bimet- 


*“The Committee is not unaware that its existence and work may be construed 
as an encouragement to the ultra silver party. Why, it is said, are you willing to 
encourage a policy which you admit to be unsafe? The reply to this is that some of 
the premises of the free-silver doctrine are izrefragable. . . . In contending that 
gold has immensely appreciated since 1873, and that this, with the fall of general 
prices which it involves, is a terrible evil, our Western friends are perfectly right. To 
this extent the facts, the logic, the ethics of the situation are with them.”—E. BEN). 
ANDREws, “The Bimetallist Committee of Boston and New England.” Quarterly 
Journal of Economics, April 1894, p. 321. 


*“ There is impressive evidence proving . . that there has been a fall in gen- 
eral gold prices, an appreciation of gold that has proceeded almost altogether from 
the decreased supply of that metal and the enhanced demand for it.”—/éid. p. 322. 
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allist claim, is found in the demonetization of silver in 1873." 
The sudden increase of demand consequent upon the simultane- 
ous adoption of the monometallic system coincided with an 
alleged decrease in gold production. But in any case, it is 
claimed, gold is too limited in amount to meet the demands of 
international and domestic exchanges; the result is, as has been 
seen, a marked appreciation ; the circulating medium has become 
more and more scarce and prices have fallen.2, The demonetiza- 
tion of silver, by diminishing the quantity of the world’s circu- 
lating medium, has brought about the present condition of 
depression and low prices.3 The remedy is obviously to reverse 
the process, to increase the amount of money available for 
domestic and international exchanges by remonetizing silver, 
thereby relieving the stringency of the money markets of the 
world and at the same time raising prices. The key to the 
whole situation lies in the quantity theory. 

The theory itself in its modern form dates back to the begin- 
ning of the century. Starting from the conception of an econ- 
omy, statical at least for the moment, Ricardo urged that at any 
given moment the volume of trade may be considered as a cer- 
tain fixed amount; a certain bulk of commodities wait to be 
exchanged for one another, and consequently a certain definite 
quantity of the medium of exchange is required in order to per- 
form just that amount of money work. Prices at that moment 
are fixed by the relation, whatever it may be, between the two 

* Germany demonetized silver and adopted a single gold standard in July, 1873, 


the United States demonetized silver the same year; Holland, in 1875, and Roumania 
and Austria still later. 


? Of course the appreciation of gold is not the cause of the fall in prices; it is the 
fall. The occasional confusion of terms in the discussions of the subject makes it 
necessary to call attention to what would otherwise go without saying.—See F. W. 
TaussiG, Silver Situation in the United States, pp. 93 et seg. Also Davip A. WELLS, 
Recent Economic Changes, p. 207, note. 


3“The advance of gold monometallism [is] a grave threat to production and 
trade, to the welfare of the masses, and even to the stability of society; and 
no small part of the industrial and social suffering of the past twenty years is traceable 
to this cause.” —E. BENJ. ANDREWS, “The Bimetallist Committee of Boston and New 
England.” Quarterly Journal of Economics, April 1894, p. 320. 
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definite amounts of commodities and coin. The value of the 
medium of exchange is similarly fixed by the number of com- 
modities which each piece of coin will procure, which in turn is 
determined by the whole quantity of money in use. Under such 
circumstances, to increase or diminish the quantity of money 
used in exchanges is to diminish or increase the value of that 
money.’ Depreciation of the circulating medium of a country, 
therefore, is the result simply of “too great abundance,’’? and it 
follows logically that if only the amount or quantity of coin 
could be sufficiently limited, the value of money or price might 
be regulated at will.3 Conversely, also, the value of coin regu- 
lates the amount of it required,‘ value and quantity being recip- 
rocally related. 

This is the foundation of the classic doctrine which has 
played so large a part in economic theory from that day to this. 
It should be noted, however, that the principle is not here laid 
down unrestrictedly, but is limited both by the hypotheses of 
the author and by the economic conditions of the times in which 
he wrote. Such express qualifications as: ‘While the state 
alone coins,” “if the public could be secured against such illegal 

1 . , As the addition of money to the circulation beyond the regular demands 
of commerce will diminish the value of the money, the trade of false coiners must 
cease,” etc.—Reply to Mr. Bosanquet’s Practical Observations on the Report of the 


Bullion Committee. Ricarpo’s Works, McCulloch’s Edition, London, 1881, chapter 
vi.; Observations on the Principles of Seigniorage, p. 345. 


2“ From these principles it results that there can be no depreciation of coin but 
from excess. However debased a coinage may become, it will preserve its mint value, 
that is to say it will pass in circulation for the intrinsic value of the bullion which it 
ought to contain, provided it be not in too great abundance.”—/dzd. p. 347. 


3“ Whilst such money is kept within certain limits, any value may be given to it 
as currency. . . The value of such money must depend wholly upon its quantity.” 
—Jbid, chap. vi. p. 346. 

4“The quantity of money that can be employed in a country must depend on its 
value. . . A circulation can never be so abundant as to overflow; for by diminishing 
its value, in the same proportion you will increase its quantity, and by increasing 
its value, diminish its quantity. . . While the state alone coins, there can be no limit 
to the charge of seigniorage; for by limiting the quantity of coin it can be raised to 
any conceivable value.”—RICARDO’s Principles of Political Economy and Taxation, 
McCulloch’s Ed., London, 1881, chap. xxvii., On Currency and Banks, p. 213. 
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additions to the circulating medium,”' e¢ cetera, show the care 
with which the general principle is hedged in, its validity and 
also its theoretical, abstract character guarded. With such and 
such limitations, such and such a principle may hold good. 
Reasoning @ priori, supposing an isolated community in which 
coining and the regulation of the currency are under the abso- 
lute control of the state, where every exchange requires the 
actual passage of coin, where also there are no changes in the 
cost of production either of the precious metals or of commod- 
ities, the quantity of money might determine its value. As 
Mill himself saw and expressly stated in a passage which is uni- 
formly not quoted by the later adherents of the quantity theory: 
“The proposition . . respecting the dependence of general 
prices upon the quantity of money in circulation, must for the 
present be understood as applying only to a state of things in 
which money, that is, gold or silver, is the exclusive instrument 
of exchange, and actually passes from hand to hand at every 
purchase, credit in any of its shapes being unknown. When 
credit comes into play as a means of purchasing, distinct from 
money in hand, . . the connection between prices and the 
amount of the circulating medium is much less direct and inti- 
mate, and such connection as does exist no longer admits of so 
simple a mode of expression.” ? 

The limitations imposed by the monetary conditions of his 
times also are evident, as it is a well-known fact that a large part 
of the transactions of the world today are carried on by means 
of a refined system of barter, through the use of checks, clearing 
houses and a deposit currency.3 

Ricardo’s analysis has been made use of in a modern form by 
Mr. G. J. Goschen, whose position as Chancellor of the Exchequer 
has given additional prominence to his views. In an address in 

*RICARDO’S Principles of Political Economy and Taxation, McCulloch’s Ed., 
London, 1881, chap. xxvii., On Currency and Banks, p. 213, and “ Reply to Bosanquet,” 
P- 345. 

2 MILL, Principles of Political Economy, vol. ii. book iii. chap. viii. sec. 4. 


3See p. 163 below. 
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1883* he uses the argument from the scarcity of gold, which is, 
however, merely another form of expressing the diminution in 
the quantity of the circulating medium.? 

Mr. Robert Giffen, Statistician of the British Board of Trade, 
holds? similar views as to the ‘actual insufficiency of the current 
supply of gold for the current demands of gold-using countries,” 
and finds further proofs of the diminishing quantity of gold in the 
general change in nominal values and in the marked ‘“disturb- 
ances” in the rate of discount. 

In America, President F. A. Walker, to mention but one name 
out of many, has long since announced his allegiance to the 
theory of Ricardo, whom he believes to have “most fully and 
justly apprehended the relation of money to prices.”5 Extensive 
and repeated quotations from Ricardo occur in most of President 
Walker’s books, together with expositions of the theory as found 
in Mill, Hume, etc. Mill’s restatement of the quantity doctrine 
is accepted, with an additional qualification by which the supply of 
money includes rapidity of circulation as well as volume of coin.° 


*An address before the Institute of Bankers, April 18, 1883, on the Probable 
Results of an Increase in the Purchasing Power of Gold, published in the Journal 
of the Institute of Bankers, May 1883. 

*He estimates that within the last ten years Germany, Italy and the United States 
alone have absorbed an amount of gold currency equal to about £200,000,000. This 
“extraordinary and additional demand” has falien on an annual supply of £20,000,000, 
of which £10,000,000 is annually used in the arts and manufactures; and thus “the 
demand” of £200,000,000 would absorb the available yield not of ten but of twenty 
years. The result of such a phenomenon, “according to the laws and principles of 
currency”’ is a fall in the prices of commodities generally. did. pp. 276, 277. 

3Mr. Giffen has since modified his position somewhat. In his Case Against 
Bimetallism he denies the validity of the quantity theory, but seems to be not wholly 
clear or consistent on the point. 

4See “Gold Supply; the Rate of Discount and Prices.”— Zssays in Finance: Sec- 
ond Series, London and New York, 1886, pp. 79 e¢ seg. Also “Trade Depression and 
Low Prices,” /éid. pp. 1-36. [First published in Contemporary Review, June 1885.] 
Also, Report upon the Present Status of Bimetallism in Europe, by EDWARD ATKINSON, 
Pp. 205 ef seg. 

SF. A. WALKER, Political Economy, New York, 1885, p. 153. 

°“ The supply of money . . . is a quantity of two dimensions. We need to know 
not only its volume, the number of coins of a given weight and fineness of metal, but 
also its rate of movement, or as it is usually said, its rapidity of circulation.”—F. A. 
WALKER, A/oney, p. 63. 
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The money supply thus defined, “ determines what the general 
scale of prices shall be.”* ‘‘The amount of money in a country 
is regulated by its value,’ and conversely, the value of money 
in any country is determined by the amount existing.”’? 

So much for the statement of the theory.3 Its prevalence 
and general acceptance only make the inquiry more pertinent: 
How much truth is there in it? What are the necessary limita- 
tions or conditions under which it might hold true? How far are 
these conditions present today ? 


II. 


In order to answer these questions and to determine the 
degree of validity of the theory in question, there must be an 
appeal to facts. As has been already seen, Ricardo’s statement 
of the quantity theory is abstract and hypothetical. But deduc- 
tion is incomplete without inductive verification.* ‘Observation 


* Money, Trade and Industry, p. 41. 

2 Money, p. 41. 

“The value of money, like the value of anything else, is determined by the relation 
between supply and demand. The goods to be exchanged for money-pieces remain- 
ing the same in amount, and the number of pieces having been increased, the pur- 
chasing power of each piece falls, irrespective of any popular distrust of the coin.”— 
Political Economy, p. 158. 

3For further discussions of the quantity principle, see HUME’s Zssays, Moral, 
Political and Literary, London, 1875, vol. i. part ii. essay iii. pp. 313-315; MILL’s 
Principles of Political Economy, London, 1848, vol. ii. chap. vii. pp. 14-20 ef seg.; 
FRANCIS BOWEN’S American Political Economy, Boston, 1865, pp. 314, 389, etc., which 
contains an excellent exposition of the foundation and meaning of the theory; Dr. 
ARNDT, Publications of the German Society for International Bimetallism, No. 11; 
HERMANN SCHMIDT, Zhe Silver Question and its Social Aspects: An Inquiry into the 
Existing Depression of Trade and Present Position of the Bimetallic Controversy, Lon- 
don, 1886; HANSARD’s Address before the Institute of Bankers, December 17, 1884, On 
the Prices of Some Commodities during the Decade 1874-188}. 

For a summary of the last three articles, see:- EDWARD ATKINSON’S Report on the 
Present Status of Bimetallism in Europe, pp. 203-212. See also ADAM SMITH’s Wealth 
of Nations, Hartford ed. 1818, vol. i. pp. 212, 230 ef seg. 

4“The ground of confidence in any concrete deductive science is not the a priori 
reasoning itself, but the accordance between its results and those of observation a2 fos- 
teriori.”—MILL’s Logic, book vi. chap. ix. sec. I. 

“ Without the aid of an extensive knowledge of facts, there is danger of ascribing 
to economic doctrines a much wider application than really belongs to them.”— 
KEyNEs’s Scope and Method of Political Economy, p. 218. 
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determines the limits of the positive validity of laws deductively 
obtained.”* The comparison of a hypothetical, deductive law 
with observed facts is the only way of finding out how far, in any 
given case, allowance must be made for the action of other dis- 
turbing causes, and the proof of the law consists in the fact that 
it affords a satisfactory explanation of actual phenomena. 

The purpose of the present study is to put the deductive law 
of the relation between the quantity of money and prices to a 
particular test, and see how complete the correspondence between 
fact and theory may be. In this sense, therefore, it may be called 
inductive, though not inductive in the sense of taking an analysis 
of facts as a starting point for discovery. 

The field chosen for the present investigation is the United 
States during the years 1861-1892. This period is selected (1) 
because of the convenience and availability of a certain amount 
of data bearing upon it; (2) because of its nearness and close 
connection with American economic problems of today ; and (3) 
because the character of the period itself, embracing different 
and widely varying conditions, throws into clearer relief both the 
variable and the permanent forces which may be operating within 
it. The disturbed political and economic conditions show their 
effects plainly in any analysis of the first part of the period, from 
suspension to resumption of specie payments (1861-1879) ; while 
the later years exhibit a more usual, normal condition of the 
country and of monetary affairs, and a consequent increased reg- 
ularity in the movement of prices. The combination of the two, 
therefore, will serve to check hasty or unfounded conclusions 
drawn from a study of either period taken alone. 

The problem, then, is by an inductive study of the facts of 
price fluctuations during a certain period of years to see whether 
or not those fluctuations are adequately accounted for by the 
theory in question. If the appeal to the actual course of events 
reveals a discrepancy between fact and theory, the presence of 
“disturbing causes’? must be inferred, and the problem then 
will be “to find the other causes and laws implicated in the 


* KEYNES’s Scope and Method of Political Economy, p. 217. 
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results.”* More than that, however, if the quantity theory fails, 
partly or wholly, satisfactorily to explain the observed phenomena 
it means not only a further proof that pure abstraction is an unreli- 
able instrument in dealing with the problem, but that in this par- 
ticular case the necessary modifications of an a priori law when 
applied to changed economic conditions have been overlooked 
or neglected. 

The data of prices are found in a recent investigation by Dr. 
Falkner, whose figures constitute practically the only reliable 
source of information for this period.*? The figures are, in nearly 
all cases, actual,3 not average prices, for the most part for the 
month of January ; the quotations are obtained directly from the 
wholesale houses and cover a range of two hundred and twenty- 
three articles arranged in eight selected groups.4 The general 
table of currency prices’ furnishes the basis for the price-line up 
to 1879; from 1879 to 1891 the same two hundred and twenty- 
three articles are continued, thus giving a fairly continuous line 
both of paper and specie prices.° 

The price-line being measurably reliable, the next and more 

*CAIRNES’S Political Economy, its Character and Logical Method. New York, 
p- 87. 

2? Wholesale Prices, Wages and Transportation, Report by Mr. Aldrich from the 


Committee on Finance, March 3, 1893. (Senate Report No. 1394, Second Session, 
LII. Congress. Professor ROLAND P. FALKNER, Statistician.) 

3 Jbid, Part 1, p. 29. 

4For the list of articles and names of groups, see did. pp. 30-52. 

5 Ibid. Table 22. Relative prices in each year, 1840-1891, by groups of articles, 
p- 91. 

*For a comparison and analysis of the movement of different groups, see /éid. 
pp. 56-59 ¢¢ seg. The figures given in the relative price-tables are obtained by 
a system of index numbers; prices for January 1860, are taken as the basis, at one 
hundred per cent., any variations above or below that figure being computed as a per- 
centage of the 1860 price. All articles are given equal weight, the general figure 
being a simple arithmetical average of all the index numbers. Dr. Falkner has made 
use of another method also, that of the so-called weighted average which is based upon 
estimated consumption, but the results of the two methods are practically the same after 
1860. 

Senate Report, pp. 28, 29. 
Lbid, pp. 93-94 et seg. 
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difficult task is to get adequate figures as to the volume of 
money in circulation from 1861 to 1891. A comparison of the 
Reports of the Secretary of the Treasury beginning with that 
of 1878 shows such frequent discrepancies between the earlier 
and later figures that it seems doubtful whether much dependence 
can be placed upon any of them. The Secretary’s report for 
1893, however, is probably the most accurately compiled of the 
collection. The figures given in that volume therefore are used 
in the present study." 

It should be noted, however, that the Treasury Department 
in giving the official estimate of the volume of all kinds of 
money in the United States (including the estimated amounts of 
gold and silver coin in the country), excludes one and two-year 
notes and compound-interest notes, these not being recognized 
by the Department as money. While this is probably the expe- 
dient position in the long run, it is still true that of the 7—30’s 
issued under act of June 20, 1864, more than 20 millions were 
paid to the soldiers direct,? and that therefore these notes may 
have some claim to recognition as currency. 

Again in November 1864, $120,519,110 of one and two- 
year notes were outstanding (Act of March 3, 1863), and Sec- 
retary Fessenden gave it as his opinion that ‘to a considerable 
extent these notes have been and will continue to be used as 
currency.” When, in consequence of the inconvenience of the 
coupons, these notes were partially retired—go millions were 
withdrawn and destroyed—and their places taken by three- 
year 6 per cent., semi-annual, compound-interest notes (Acts 
of March 3, 1863 and June 30, 1864), the total amount of 
interest-bearing notes outstanding November 22, 1864, reached 
the sum of $210,222,870. In regard to this amount the 
Secretary writes: ‘‘What proportion of these may be con- 
sidered as an addition to the circulation I am unable to deter- 


* Annual Report of the Secretary of the Treasury on the State of Finances for the 
Year 1893, Table H, p. cviii; also (same figures) Statistical Abstract of the United 
States, 1893, p. 43. 

* KNox’s United States Notes, pp. 97-98. 

3 Report of December 6, 1864; quoted by KNox, p. 110. 
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mine. To that extent, whatever it may be, they contribute to 
the amount of the currency and thus in some degree occasion, 
and in a still greater degree sustain, an increase of prices.” 
While this cannot be called a definite statement, it at the samé 
time expresses the belief of one who had great facilities for 
knowing that these forms of paper did act as currency. It is 
not unlikely, therefore, that a more accurate statement of the 
facts, could such be obtained, would show an increase in the 
volume of circulation above that indicated by the accepted fig- 
ures. The Statistical Abstract of the United States for 1878, p. 14, 
which includes one and two-year notes and compound-interest 
notes, and takes account of paper money only, gives the figures 
as follows: 


1861 202,005,767.00 1870 700,375,899.48 
1862 333,452,079.00 1871 717,875,751.06 
1863 649,867,282.75 1872 738,570,903.52 
1864 833,718,984.34 1873 750,062,368,94 
1865 983,318,685.76 1874 781,480,916.17 
1866 881,904,685.96 1875 773,646,728.69 
1867 826,827,153.52 1876 738,376,535.89 
1868 720,412,602.75 1877 698,184,269.84 
1869 693,946,056.61 1878 688,597,275.27 


In order to facilitate the comparison of the several sets of 
figures and to throw the facts into as clear relief as possible, the 
figures have been charted. 

Turning first to the course of prices, as shown in the accom- 
panying table and chart. In Chart I. the line AA shows the 
movement of general prices for the thirty years from 1861 to 
1892. The result as a whole confirms the belief that prices 
have generally fallen in recent years, but the fall is in some 
respects much less marked than is commonly supposed. A 
comparison of the price-level 6f 1861 with that of 1891 shows 
a fall of only 8.3 per cent., a very small percentage for a period 
of thirty years. Prices are but slightly lower in 1891 than in 
the period just preceding the Civil War; so far as prices are 
concerned, we are but just beginning to get back to the level 
of the years before those abnormal conditions set in. A com- 
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parison of the level of 1891 with that of 1865, on the other 
hand, shows a fall of 57.4 per cent. Since 1873 there has been 
a decline of 32.9 per cent. 



































TABLE I. 
3 be 
VOLUME OF CURRENCY || PRICES a aren Sah ¥. 5 = 
YEAR a fe 
Amount Per Cent. || Index No. Amount Per Cent. 5 S 5 
1860 $ 435,407,252 100.0 100.0 $7,231,143,057 100.0 $ 
1861 448,405,767 102.9 100.6 5,915,742,758 81.8 
1862 334,697,744 76.8 117.8 6,871,443,591 95.0 113.3 
1863 595,394,038 136.7 148.6 14,867,597,349 205.6 145.2 
1864 669,641,478 153-7 190.5 24,097,196,656 333-2 203.3 
1865 714,702,995 164.1 216.8 26,032,384,342 360.0 157-3 
1866 673,488,244 154-6 191.0 28,717,146,914 397.1 140.9 
1867 661,992,069 152.0 393.3 28,675,159,472 396.5 138.2 
1868 680,103,661 156.1 160.5 28,484,288,637 393-9 139.7 
1869 664,452,89i 152.6 153-5 37,407,028,987 517.3 133.0 
1870 675,212,794 155-0 142.3 27,804,539,406 384.5 114.9 
1871 715,889,005 164.4 136.0 29,300,986,682 405.2 111.7 
1872 738,309,549 169.5 138.8 33,844,369,568 468.0 112.4 
1873 751,881,809 172.6 137-5 35,461,052,826 490.3 113.8 
1874 776,08 3,031 178.3 133.0 22,855,927,636 316.0 111.2 
1875 754,101,947 173-1 127.6 25,061,237,902 346.5 115.1 
1876 727,609,388 167.1 118.2 21,597,274,247 298.6 III.5 
1877 722,314,883 165.8 110.9 23,289,243,701 322.0 104.7 
1878 729,132,634 167.4 101.3 22,508,438,442 $t1.3 101.4 
1879 818,631,793 188.0 96.6 25,178,770,691 348.1 
1880 973,382,228 223.5 106.9 37,182,128,621 514.1 
1881 1,114,238,119 255-9 105.7 48,565,818,212 671.6 
1882 1,174,290,419 269.6 108.5 46,552,846,161 643-7 . 
1883 1,230,305,696 282.5 106.0 40,293,165,258 557.2 
1884 1,243,925,969 | 285.6 99.4 34,092,037,338 471.4 
1885 1,292,568,615 296.8 93.0 25,250,791,440 349.1 
1886 1,252,700,525 287.7 91.9 33,374,082,216 461.5 
1887 1,317,539,143 | 302.5 g2.6 34,872,848,786 482.2 
1888 1,372,170,870 315.1 94.2 30,863,686,609 426.8 
1889 1,380,361,649 317.0 94.2 34,796,465,529 481.2 
1890 1,429,251,270 328.2 92.3 37,660,686,572 520.8 
1891 1,497,440,707 343-9 92.2 34,053,698,770 470.9 
1892 1,601,347,187 367.7 bat aea 36,279,905,236 501.7 











The general features of the period hardly require comment 
In the four years from 1861 to 1865 prices rose 115.5 per cent., 
and in the succeeding six years fell 37.2 per cent.; in 1873 they 
remained about stationary, but from 1873 to 1879 there was a 
marked and uninterrupted fall. After the resumption of specie 
payments, the years 1879-1884 show the reaction of business 
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prosperity upon prices, causing a slight interruption of the 
downward movement. From 1884 to 1892 there is little change. 

Prices have fallen phenomenally since 1865, taking the period 
as a whole. How far has the volume of money shown a similar 
movement? Has the line of currency circulation moved in con- 
formity with the deductive quantity law? 

The volume of the circulating medium is indicated by the 
line BB (Chart I.).* A glance at its outline reveals a move- 
ment quite the opposite of what might be expected. 

Starting at a level of 102.9 in 1861, in 1892 the amount of cur- 
rency in circulation stood at 367.7 per cent., showing, therefore, 
instead of a decrease, an increase of 257.3 percent. Since 1862 
the gain has amounted to 378.7 per cent. As compared with 
prices, which rose 115 per cent. from 1861 to 1865, the volume 
of currency increased in that period 59.4 per cent., about half as 
much. From 1865 to 1891 a decrease in price of 57 per cent. is 
contrasted with an increase in currency of 124 per cent. 

We have now the two lines of prices and the volume of the 
circulating medium. What ground does their movement furnish 
for the claim that the quantity of money in circulation deter- 
mines prices? 

Exclusive of the three years from 1862 to 1865, the volume 
of money and prices move in exactly opposite directions. 
From the latter year on, while prices fall, the money in circula- 
tion is steadily increasing, and the divergence becomes only 
more marked after normal conditions are re-established. Now, 
if high prices and business prosperity are an inevitable result of 
increasing the amount of currency in a country, why this diver- 
gence between prices and the amount of money in circulation? 
According to the a priori law, either the amount of currency 

*In order to make the comparison between the two lines of prices and currency 
circulation as complete as possible, the amounts of money have been reduced to a 
basis uniform with that of prices; 7. ¢., the amount of currency in circulation in 1860 
is considered as 100 per cent., and the amounts of each of the following years reduced 
to a percentage of that sum. 

It may also be stated here that the same course is pursued with reference to the 


amounts of clearings-——line CC, Chart I., transactions of the New York Clearing 
House. See p. 160 below. 
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should have decreased or prices should have risen. But neither 
of these events has taken place. For twenty-seven years out of 
the thirty there is no relation apparent between the quantity of 
money in circulation and prices. The quantity theory, if opera- 
tive at all, has been overbalanced or checked by some other 
stronger force or forces; some disturbing causes have intervened 
to produce effects for which the quantity theory can give no 
explanation,—for the understanding of which it is wholly irrele- 
vant. 

The most important place where some connection might be 
claimed between the two lines, is the war period of extraordinary 
paper-issues from 1861 to 1865, when both prices and the volume 
of currency rose ata rapidrate. These four years, therefore, are 
the crucial period for the ‘quantity doctrine and demand more 
detailed investigation. For this purpose, since no reliable detailed 
price-table existed, I have compiled a table (comprising one hun- 
dred and fourteen’ out of the original two hundred and twenty- 
three articles already used) which gives quarterly prices from 
January 1861 through January 1865. Table II.3 shows first the 

* The number of articles is either 114 or 113, changing in April, 1864, to 110; the 
articles omitted in the latter case are the principal items in the group “Fuel and 
Lighting.” 


* The exact quotations are found in the Senate Report, part 2, pp. 65-292. 

Five articles, viz.: Sulphur, Tin, Jute, Castor Oil and Onions, are not given in 
this table although complete quarterly prices are printed for each of them in Part 2 of 
the Report. The reasons for their omission are the same as those which influenced 
Dr. Falkner.to leave them out of the general price-tables in Part 1, viz. : 


For Sulphur, Part 2, p. 264, prices are not all in currency. 
Tin, “ “ “ 2 I 5 o “ “ “ “ 
Jute, “ “ “ 289, of “ “ “ “ “ 

Castor Oil,“ “ “ 252, there is a change in the unit of measure employed. 
Onions, “ “ “ 117, no price for 1860 to serve as a basis of computation. 


= 


For this detailed information, which is not given, I believe, in the pages of the 
Report, I am indebted to the personal kindness of Dr. Falkner. 


3The articles include selections from the original eight groups: Food (35 arti- 
cles), Cloths and Clothing (10 articles), Fuel and Lighting (7 articles), Metals and 
«Implements (13 articles), Lumber and Building Materials (15 articles), Drugs and 
Chemicals (16 articles), House-furnishing Goods (10 articles), Miscellaneous (8 arti- 
cles). 
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actual price of each article for January 1860, then the prices in 
January, April, July and October of each year, with the index 
numbers or, percentages in parallel columns. The latter are 
obtained by the same method as in Chart I., by taking, in each 
case, the January price of 1860 as the base (100 per cent.) 
and computing the percentage of variation above or below that 
figure. These percentages are then averaged,’ and by charting? 
the resulting general averages we have the line AA, Chart II., 
representing quarterly prices from 1861 to 1865. 

With this line is to be compared the volume of currency dur- 
ing the same period, which is indicated by the line BB (Chart 
II.). The comparison between these two lines is necessarily 
incomplete from the fact that while the price-line shows quar- 
terly variations, the volume of currency is given by years, and 
can hardly be advantageously reduced to quarterly periods. 
Owing to this limitation, the second chart is useful mainly as 
suggesting the general features of a comparison between money 
and prices, and as a study of the more frequent movements of 
the latter. A closer comparison is impossible with the present 
data. 

While there are, therefore, no means of knowing the quar- 
terly fluctuations in the amount of the circulating medium, and 
while there is an undeniable similarity of general direction in the 
two lines, at the same time, so far as shown in this chart, the 
connection between them is by no means close or causal. The 
amount of increase differs: in the four years prices rise 166.3 
per cent., currency 59.4 per cent.; the rate of acceleration also 
in the two lines is widely different, that of prices increasing 
rapidly as the year 1865 is approached, while the rate of increase 
of the currency slackens noticeably toward the end of the period. 
These facts, though not in themselves decisive, are yet significant 
as pointing to important differences in the movement of the two 
lines, a subject which will come up again in a later discussion of 

* Arithmetically. 


* The same relative scale of measurements has been used both in Charts I. and IL, 
both dimensions being four times as great in Chart II. as in Chart I. 
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the possible cause of this simultaneous rise of currency and 
prices." 

In summing up the results thus far indicated, so far as the 
history of prices in the United States throws any light upon the 
quantity theory, it appears: (1) that that dogma, in its general 
theoretical form, is inapplicable as an explanation of this given 
set of actual conditions, (2) that so far as it may be at all valid, 
its influence in determining the level of prices is of far less 
importance than is commonly supposed, (3) that prices, from 
1861 to 1891, were fixed in the main by other causes than the 
quantity of that kind of money which was in circulation during 
those years. 

III. 


There is still another line in Chart I. of which no mention has 
yet been made, but which is often asserted to be of paramount 
importance in any discussion of monetary conditions. This is 
the line marked CC and indicates the movement of the transac- 
tions of the New York Clearing House in the years from 1861 to 
1892." The immense increase in the volume of transactions, a 
gain of 513.3 per cent. in thirty years, is the most significant and 
momentous fact of the entire period. 

It is claimed that this increase in transactions means the 
necessity of an increased amount of currency to perform the 
exchanges. Population has increased, there has been a prodi- 
gious increase in the volume of goods produced, exchanges have 
greatly multiplied, and as a result the volume of the circulating 
medium ought to have increased, as shown in the chart. The 
increase of transactions indicated by the line CC is, therefore, 
the factor which accounts for the fact that prices go down while 
circulation increases. Since the expansion of the circulating 
medium has not kept pace with the rapid growth of the popula- 
tion and with the increase in transactions, the result necessarily 

*See p. 165 below. 

* The figures for New York only are used, the object of the line being merely to 


represent the general increase in clearing-house transactions, not to show the exact 
volume of clearings for the country. 
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has been the fall in prices. There has not been, it will be said, 
enough money to supply, adequately, the growing needs of the 
country, and the quantity of money being too small, the level of 
general prices fell, naturally and in accordance with the quantity 
theory. The increase in transactions, therefore, explains the 
difficulties of the entire period. 

There are two objections to this argument. The first is that 
the wealth of a country is not necessarily in proportion to its 
population. An increase in population does not necessarily 
imply an increase in transactions, for it is a well-known fact 
that there are great differences in productive power among men. 
Compare, for example, two nations like China and the United 
States, or Mexico and Holland. Efficiency in production 
depends far more on the character of a people than on its num- 
bers. In the individual sphere one man has a far greater 
influence upon production than another. The rapid growth of 
the lower strata of society, of the shiftless, the inefficient, the 
intemperate classes, forms one of the grave problems which con- 
front society today. An increased population by no means 
necessitates an increased production or an increased amount of 
transactions. As far as concerns the question whether an 
increased population requires an increased quantity of money, it 
may be that more coin and notes are demanded for retail trans- 
actions. It is perfectly natural and probable that there should 
be an increase of currency as the population grows in numbers. 
Each man requires so much coin in his pocket for daily retail 
transactions. But that affects only retail trade, and it is the fall 
in wholesale prices that is under discussion, the fall in the great 
bulk of commodities which are exchanged for one another out- 
side of and above the range of retail trade. That an increasing 
population requires more change in its pockets for daily cash 
transactions is not an explanation of the fall in wholesale prices, 

The second objection is that the amount of money used in 
the exchanges of a country is not determined by the volume of 
goods produced but by production and price together. If we 
have in view the values of goods, then not production but pro- 

















162 JOURNAL OF POLITICAL ECONOMY. 


duction multiplied by price might be supposed, according to the 
quantity theory, to determine the amount of money necessary for 
a given number of exchanges. It is evident that if, in 1860 the 
price of a yard of cotton cloth were twice that of 1891," the vol- 
ume of production might be doubled in the latter year and yet no 
more money be required to perform the same number of 


exchanges : 
1860, 100,000 yards @ Ioc. a yard = $10,000 


1891, 200,000 “ @ 5c. « = 10,000 

Doubling the quantity of goods, therefore, does not neces- 
sarily require any increase in the media necessary to exchange 
them. Increased transactions and an increased population do 
not necessarily mean an increase in the amount of the circulating 
medium required, and to adduce these two facts as sufficient 
reason for the fall in prices is illogical. 

On the other hand, when the clearing house line is pointed 
to as an explanation of the failure of the quantity of money to 
account for the fall in prices, the very instrument is pointed out 
which diminishes the quantity of money necessary for exchanges. 
The growth of clearing house transactions means the growing 
use of checks, drafts and the like for the settlement of accounts; 
it means the unprecedented growth of a system of bank-deposit 
currency, the development of an instrument for doing money- 
work without the use of actual money. Commodities whose 
value is expressed in terms of the standard of value are exchanged 
for other commodities expressed in the same terms, but actual 
money, apart from its use as a common denominator of value, 
does not enter into the transaction. In so far as the use of this 
medium of exchange increases, just in so far the need and demand 
for coin and notes is lessened. 

A revolution has been effected in methods of exchange since 
the times of Ricardo and his contemporaries. The first clearing 
house record for a full year in London was in 1839.2 The New 


* Not an imaginary but an actual case; Senate Report, part I. p. 54. 

*Joint-stock banks were not admitted into the system until 1854. Previous to 
that time, membership was confined to private bankers only.—LaLor’s Cyclopedia of 
Political Science, Political Economy and United States History, article “Clearing Houses.” 
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York Clearing House was established in 1853. Today, the banks 
by the use of the deposit-currency system? have made it possible 
to perform from g2 to 95 per cent. of all exchanges of goods 
without the actual transfer of money. The amount of the 
deposit currency in the United States, October 1, 1894, stood at 
$2,963,000,000. In the United Kingdom the daily clearances of 
its banks are equal to one-fifth of the entire supply of gold in 
the country.3 Old forms have passed away in monetary methods 
as in everything else. For the United States, with an increase 
of 500 per cent. in her clearings and a volume of deposit cur- 
rency nearly six times as large as the whole amount of gold coin 
in the country,s—for such a country, doing business under such 
circumstances, to go back to outgrown, obsolete conditions for 
an explanation of present phenomena is palpably absurd. 

In the light of these facts as to modern methods of exchange, 
no one can be so blind as to assert that all transactions are carried 
on by the instrumentality of actual money. And yet that is 
what is implied in the argument that the excess of transactions 
over and above the médiating capacity of the quantity of money 
in circulation caused the fall in prices. There was not money 

* PALGRAVE’S Dictionary of Political Economy, article “Clearing System.” 


? By buying promissory notes and paying for them by “deposits” or debts of its 
own, payable on demand, which are placed to the credit of the customer. 
3The system has found its most rapid growth in Anglo-Saxon countries, but it is 
beginning to be largely used on the continent also. In Germany a system of deposit 
accounts was begun at the Imperial Bank in 1876; it has since grown to more than 
350,000,000 marks. 
4The figures for the circulating media of the United States, October 1, 1894, are 
as follows: 
Subsidiary silver 58 million dollars 
Silver dollars - - 54 
Currency certificates 55 
Gold certificates - 64 
Treasury notes (1890) 121 
National bank notes 262 
Gold coin - 500 
Silver certificates - y 330 
United States notes - . . - 267 
Deposit currency of national banks, trust com- ; 
panies, private banks, etc. . - 2,963 
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enough; transactions were too numerous; prices fell; 2. ¢., actual 
money being the only medium by which this great number of 
commodities could be exchanged for one another, the insufficient 
supply of money reacted, according to the quantity theory, to 
lower prices. If actual money were not the only medium for 
exchanging goods, then the quantity of money would not have 
this decisive effect upon prices; the connecting link of the chain 
—increase of transactions, limited money, low prices—would 
be snapped; in other words this form of the theory that the 
quantity of money determines prices stands or falls with the 
assumption that money is the sole medium of exchange. 

But there is no question as to the existence and efficacy of 
other media of exchange. The very fact adduced in support of 
the quantity theory, viz., the increase in clearings, is itself, ipso 
facto, the strongest proof of the extent and importance of another 
medium of exchange, the deposit-currency system, The assump- 
tion of but one medium of exchange is, therefore, false, and the 
quantity theory, so for as it is dependent upon that assumption, 
is invalid, 

The great increase in the amount of transactions has been 
pointed to, also, as showing the insufficiency of the supply of 
the circulating medium to perform so huge a task ; as an indica- 
tion of the scarcity or lack of money. The truth is that on the 
other hand the increase of clearings indicates not the lack of 
money, but the extent to which actual moaey has been supple- 
mented by the use of other media of exchange; not the burden 
put upon actual coin and notes, but the degree in which that 
burden has been lightened. As has already been stated, in so 
far as the use of credit-devices has increased, just in so far the 
need and demand for actual money has been lessened. 

The quantity of money may have been inadequate for the 
requirements of cash transactions. Actual money is employed to 
a considerable extent in retail trade, which in a sense certainly 
depends upon the quantity of money available for such transac- 
tions. But the fundamental characteristic which distinguishes 
the larger sphere of the wholesale exchanges of commodities 
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from that of retail exchanges is that in the former the basis of 
exchange consists of the commodities themselves. Transactions 
increase or decrease first, and the elastic medium of exchange 
follows after. The actual transactions, not the amount of the 
medium of exchange, form the basis and limit of the number of 
exchanges,—a condition of affairs the direct opposite of that 
which holds in the cash transactions of retail trade, where the 
medium of exchange is the foundation, and limits the volume of 
the exchanges. 

In the larger sphere of wholesale transactions, then, another, 
different medium of exchange has come into use, and thus the 
strain upon actual money has been lightened. The argument 
from the increase of transactions is futile, therefore, both as a 
supposed aggravation of the burden upon actual money and as a 
prop to the quantity theory of the fall in prices. 


IV. 


But a discussion of the movement of prices and currency 
from 1861 to 1891 is incomplete if viewed merely from a nega- 
tive standpoint. It remains to attempt some positive suggestions 
as to the causes of the phenomena under consideration. 

The only part of the period in which the two lines of prices and 
of the quantity of money show any marked similarity of move- 
ment, rising and falling as if moved by some common cause, is 
the Civil War period of inconvertible paper money (1861-1879).* 
The characteristic fact of these years is, of course, the sudden 
and rapid depreciation of the circulating medium. December 28, 
1861, the banks, in consequence of the previous heavy drain on 
their gold reserves, suspended specie payment; two days later 
the government followed their example. But the needs of the 
war were imperative, and to meet them the government chose 
the expedient of issuing inconvertible legal-tender notes. By 
the end of March, 1863, 450 millions of dollars of legal tenders 

* The similarity of direction, as has been noted [see Chart II., p. 158], is most 


obvious from 1861 to 1865; from 1865 down to the resumption of specie payments 
also some parallelisms occur, as in 1865-1867, 1868-1869, 1874-1878. 
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had been authorized,’ and the country was fairly embarked on a 
sea of almost unlimited depreciation. 

To return once more to Chart I., the line PP indicates the 
course of this depreciation in so far as it is measured by the 
fluctuations of the gold premium.” As the chart shows plainly, 
prices and to a certain extent the amount of currency increase in 
unison with the steady progress of depreciation. That deprecia- 
tion was the inevitable result of the public attitude of the time. 
The revealed weakness of the government in forcing upon the 
country a currency which Congress foresaw would never find 
acceptance except through its legal-tender character; the 
inability of the government to get further loans from any 
quarter; the empty treasury, and the uncertainty as to the 
termination of the war, these facts were of themselves sufficient 
to shake the confidence of the people in the power of the gov- 
ernment to redeem its paper, and to cause the depreciation of 
the notes even had they not been issued in excessive quantity. 
When, however, the first 150 millions was followed by a second 
and a third in quick succession, the credit of the government 
was still further weakened. The issue of so large a quantity of 
notes became an index of the incapacity and weakness of the 
issuing power behind it, and so increased the depreciation still 
more. The value of the paper diminished rapidly,3 and the 
increasing depreciation brought about a general shifting of price- 
level and a general loss of purchasing power ; 2. é., prices rose. 

The rise in prices was not, however, as the quantity theory 
would have it, merely the result of the increase in the quantity 
of the circulating medium, it was the result of a depreciation of 
the currency which had for its main cause the general loss of 
confidence in the ability of the government to redeem its prom- 
ises. The actual quantity of money issued was one element in stim- 


* Acts of February 25 and July 11, 1862, and March 3, 1863. 


* The figures upon which the gold premium line is based are taken from the 
American Almanac for 1881, p. 335, and are an annual average—the arithmetical mean 
of the lowest and highest prices for the year. 


3 The maximum gold premium of 285 was reached July 11, 1864. 
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ulating the popular distrust of the government, and undoubtedly 
acted as a powerful factor in increasing the depreciation of the 
notes, but even had the quantity of money issued been less, 
the lack of confidence in the credit of the issuer must have 
resulted, in any case, in the depreciation of an irredeemable 
paper currency. 

Prices followed the course of depreciation, and the course of 
depreciation cannot be said to have been determined simply by 
the quantity of money in circulation. This view is confirmed by 
the course of the respective lines of Chart I. from 1865 to 1879." 
The movement of the gold premium does not follow the changes 
in the quantity of money. For four years, 1870-1874, the value 
of the paper remains at the same level, while the quantity of it 
is steadily rising. From 1869 to 1870 the contrast is even more 
striking, the value falling while the quantity rises. If depre- 
ciation was caused solely by excessive issue, why does the depre- 
ciation grow less and less marked when the quantity of money 
is still increasing? Evidently other factors were influential in 
producing the loss of value of the paper currency besides the 
quantity of it in circulation. 

The period from 1865 to 1879, in addition to showing the 
lack of correspondence between the amount of currency and the 
gold premium lines, indicates also which of these two lines had 
most influence upon prices. The level of prices in these years 
follows closely the course of the gold premium which measures 
approximately the depreciation of the currency. The amount of 
the circulating medium, on the other hand, gradually increases, 
but there is no correspondence between this increase and the 
level of prices except where the course of depreciation happens 
to coincide with the movement of the currency. So long as 

*In regard to the gold premium line from 1864 to 1865, gold, being but a single 
commodity, reaches its height sooner and falls more rapidly than the complex line of 
prices. 

2%. g., 1865-1867, 1868-1869, 1875-1877, etc. The higher range of gold in 1875 
was the result of the extreme scarcity of gold available for market purposes. A small 
group of speculators got control of the market and forced high prices on gold loans. 
—Financial Review (published by the Commercial and Financial Chronicle), New 
York, 1878, p. 29. 
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the quantity of paper and the course of depreciation move 
together, prices move in the same direction, but when the ways 
part, and depreciation becomes less apparent while the amount 
of currency continues to increase, then the action of the price-line 
shows plainly which of the two elements it obeys. Not the 
quantity of notes in circulation, but the amount of depreciation 
determines the price-level. 

With the restoration of public confidence after the successful 
termination of the war, came the hope of a speedy return to a 
specie basis. The prospects pro or con for resumption find 
expression in the movement of the price of gold, which is closely 
followed by that of general prices. As the year 1879 is approached 
depreciation becomes less and less perceptible and prices follow 


the decreasing premium. 

Even in the Civil War period, then, an examination of the 
supposed relations existing between the quantity of money and 
prices fails to confirm the validity of the quantity theory. 
In the only part of the entire period which seemed to suggest 
some connection between the amount of currency and general 
prices, the phenomena not only are entirely explicable upon 


other grounds, but even flatly contradict the supposed relation. 
From 1861 to 1865 prices were determined not by the amount 
of notes issued, but by the popular estimate of their value under 
the existing conditions ; from 1865 to 1879 the level of prices 
was chiefly influenced by the probability of a resumption of specie 
payments; while from 1879 to 1891 the results of this study go 
to show that whatever the cause may have been’ that had most 
influence upon prices, it was not the quantity of money. 
S. McLean Harpy. 
UNIVERSITY OF CHICAGO. 


*The possibility of accounting for the fall in prices by an entirely different, non- 
monetary set of causes, those connected with changes in the methods of transportation, 
production, etc., has been quite fully presented and discussed recently, in various 
places. A consideration of that subject is therefore omitted from this paper, as some- 
what aside from the principal point of the validity of the quantity theory. 





THE RELATION OF SOCIOLOGY TO ECONOMICS? 


THE task imposed by the subject of this paper is the fixing 
of an equation between two undetermined and variable factors. 
The alternatives presented are: (1) discussion of nomenclature ; 
(2) discussion of the ultimate purpose of social knowledge and 
of the consequent relations between divisions of labor in accu- 
mulating and organizing social knowledge. Assuming the liberty 
to use the terms ‘“‘ Economics” and “Sociology” in the sense in 
which the writer is accustomed to employ them, this paper will 
follow, in the main, the second course. 

The postulates which sanction attempts to gather knowledge 
of social relations are: (1) that association of human beings is 
inevitable; (2) that knowledge of social relations is the condi- 
tion of so adjusting individual behavior to the requirements of 
association that the interests involved will be most completely 
subserved. In other words knowledge of social facts and rela- 
tions has telic value in the pursuit of human happiness. This telic 
value resides not merely in revelation of tendencies within which 
men are powerless. Its desirability consists not in forewarning 
men of what they have to expect from the operation of inexorable 
cosmic energies which it is comfortable to understand for the 
sake of intelligent resignation to fate. In that case there would 
be no more virtue in knowledge of social forces than in informa- 
tion about encroachments of the sea upon the land of the earth’s 
surface, or about the rate at which the sun is losing its heat. 
Social knowledge is worth getting as an indication of what asso- 
ciated men may do to increase their happiness. 

It is perhaps superfluous to acknowledge the utilitarian pur- 
pose and the useful service of that specific inquiry into one 
series of social relations which dates the beginning of its scien- 
tific stage from the work of Adam Smith. Desire to know and 

*Read at the recent meeting of the American Economic Association in New York. 


The subject was assigned by the committee on programme. 
169 
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so to control conditions precedent to human happiness has been 
conspicuously and continuously the spur to economic inquiry. 
Society is not likely to overestimate the labors of the economists 
in expounding relations within their peculiar field of investiga- 
tion. The preliminary remark is, therefore, in order, that the 
writer of this paper has no sympathy with the men who con- 
sciously or unconsciously make the term “Sociology” stand for 
an effort to supersede or to discredit economic science. If, as 
this paper assumes, there is demand for division of labor corre- 
sponding with the distinguishing names—economics and soci- 
ology—it is because there are stages in the accumulation and 
interpretation of knowledge about society which call for dif- 
ferentiated methods and complementary processes. Economics 
and sociology are not to be regarded, however, as rival disci- 
plines, but as interdependent portions of social science. The 
presumption that there is special call for arbitration and 
conciliation between economics and sociology rests primarily 
upon failure to perceive that after economic phenomena are 
nterpreted, only one of many elements in social reactions is 
thereby approximately explained. 

There is an easily distinguishable field of inquiry about the 
inclusion of which within the scope of economics there is prac- 
tically no question. It is inquiry concerning the correlations of phe- 
nomena connected with wealth, in so far as the desire for wealth ts the 
determining, or at least the differentiating factor in those phenomena. 
This paper takes for granted that there is a legitimate and neces- 
sary science (or group of sciences) of such phenomena, and that 
its proper designation is Economics. The scope of the science 
(or sciences) of Economics becoines debatable as soon as conclu- 
sions transgress the limits of abstraction and involve judgments 
upon the relation of economic phenomena ‘to the remaining sum 
of human pursuits and interests. The conventional term “ Polit- 
ical Economy” not less than the narrower and more special 
phrases “applied economics,” “social economics,” “the art of 
economics,” “ practical economics,” etc., implies what need not 
be argued, viz., that abstract economics alone is as inadequate 
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to the task of directing social codperation as is abstract physics 
alone to solve the problems which confront the navigator or the 
military engineer. 

At the same time the men who devote themselves to the 
study of economic phenomena will, in the majority of cases, have 
impulse, if not even genius, to think out plans of social proce- 
dure. Hence it has come that, especially since the younger 
Mill, the tendency has grown almost universal to combine with 
abstract economics investigation of actual conditions; the aim 
being invention or criticism of social policies and programmes. 

When this concrete work is undertaken, the question neces- 
sarily presents itself—not what is the relative capacity of the 
economists and of other men to fit themselves for judgments 
upon principles of social procedure, but, what measure of sanction 
can be derived from abstract economics alone for decisions upon 
programmes which involve the total of human interests ? 

Two views upon the question are imaginable: (1) that 
abstract economics supplies all the insight into social relations 
necessary as a qualification for guiding social procedure; (2) 
that it does ot supply all the necessary insight. 

If we adopt the former view, we are compelled to believe 
that every relation of individuals to institutions is a phenome- 
non, explicable, and formulable in terms of economic exchange. 
The relation of the individual to family, community, school, 
church, state is wholly a relation turning upon wealth, disguised © 
sometimes under the form of other, but actually derived interests. 
Bernard of Clairvaux and Lord Byron, Washington and Benedict 
Arnold, Napoleon and Thoreau are simply variations of the 
economic man. Coliseum and Catacombs, Inquisition and 
Reformation, modern science and modern philanthrophy are 
solely phenomena of economics. Let me not be understood to 
imply that any economist has ever avowed precisely this view. 
I am not aware that a theorist has been known to state his case 
in just this form. The other alternative then remains, viz., that 
social phenomena include more than economic phenomena, and 
social interpretation involves more than economic interpretation. 
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It would be difficult to name a recent economic treatise 
which does not tacitly, at least, admit that the operation of 
economic formulz is subject to modifications in practice, which 
must be reckoned upon when economic theories are applied. 
This concession, however, falls very far short of the necessities 
of the case. It by no means necessarily connotes belief or 
admission on the part of the economist that the same exact, 
specialized, scientific processes are necessary in determining the 
modifications to which the economic formula is subject, which 
are demanded in derivation of the formula itself. It would not 
be difficult to collect economic arguments which evidently 
assume with confidence that the economic inquiry must be scien- 
tific, while the modifying judgments may be supplied by the 
economist as a man of common sense! 

A layman may be permitted to divide economists roughly, 
according to superficial characteristics, into the mathematical and 
the sentimental schools. _It has long been evident that while the 
sentimental economists have tended to minimize the significance 
of economic science, the mathematical economists have tended to 
overlook both the necessity and the difficulty of precise knowl- 
edge of extra-economic phenomena and laws. They have fre- 
quently appeared to believe that if an economist is scientific in 
the treatment of his own proper problems, the knowledge needed 
for combination with economic abstractions, if they are to pass 
into social programmes, will be added to him by unconscious 
absorption. 

In a December review is a remark which affords an illustra- 
tive suggestion. The language is this: ‘The whole develop- 
ment of the nineteenth century has tended to emphasize the 
importance of a clear understanding of the workings of the 
social organism on the part of the intelligent public. ... . We 
might almost state in one sentence the whole purpose of eco- 
nomic study by saying that it is to enable the public to foresee 
the consequences of economic legislation.”* The propositions 
are not quoted as evidence that their author takes a view differ- 


? JOURNAL OF POLITICAL Economy, December 1894, p. 107. 
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ent from that here proposed; but the language gives occasion 
for the qualification, from our standpoint, that there is no such 
thing as ‘“‘economic legislation” pure and simple. The effects 
of legislation cannot, therefore, be discovered merely through 
perfection of the economic lens. 

Currency laws, for example, probably approach the concep- 
tion ‘economic legislation” as nearly as any legal enactments 
that can be cited; yet the monetary policy of nations, even when 
dictated by evidently sound statesmanship, must often vary from 
the requirements of abstract monetary science from considera- 
tion of a score of conditions in which economic elements are sub- 
ordinate. Prevision of consequences to follow legislation that is 
primarily economic depends upon judgment of conditions which 
involve the economic element in every variety of proportions, 
from a maximum down to a minimum ratio, The fact that the 
attitude assumed last summer by the labor organizations toward 
the Interstate Commerce Law was so unexpected illustrates the 
inadequacy of all our processes of social forecast, but especially 
the impotence of attempted prevision along the line of economic 
sequence alone. Recent occurrences in the American bond 
market may also be referred to without further comment. 

Just at this point sociology finds its primary function. That 
function corresponds with the fact that human life is an equation 
of more than one unknown quantity. Computing the value of 
the economic factor in the equation is but one of several pre- 
liminary processes, each of which consists in similar computation 
of the significance of a meaning term in the equation. Interpre- 
tation of actual social forces depends upon ability to find the 
significance of each of these factors and to combine them into a 
symmetrical, even if only an algebraic, formulation of the whole. 

Sociology is accordingly the natural successor, heir and 
assign of the worthy but ineffective ‘Philosophy of History.” 
The aim of the philosophers of history was precisely the initial 
object of sociology, viz., a conspectus of the correlation of 
the forces that have given human society its present character. 
The cardinal reason for failure to derive a credible philosophy 
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of history was that the attempts were made before the necessary 
material or method for positive philosophy was available. The 
philosophies of history have consequently been, in large part, 
generalizations of assumptions rather than of facts. Scientific 
methodology in ascertaining the facts which contain the process 
of social development is still in the formative stage. It is a 
desideratum, not an accepted and authoritative mode of proce- 
dure. Yet development of criticism in the various departments 
of inquiry from which the material of social philosophy must be 
drawn has made more scientific generalization desirable, and in a 
measure practicable. Sociology is, therefore, the philosophical 
correlative of the perfected criticism recently applied to various 
groups and series of social phenomena. 

It is plain that the philosophy here contemplated is situated 
midway between investigation of particular aspects of social fact, 
with the resulting bodies of arranged knowledge composing the 
special social sciences; and on the other hand “social art,” 
‘practical civics,” ‘the art of social control,” or whatever we 
may call the programme of action which our philosophy sanc- 
tions. 

We may point out again, in passing, that to one who takes 
this view of sociology it is anomalous to select economics and 
sociology for the invidious prominence of juxtaposition. Sociol- 
ogy is a step in generalization, the motive of which is to supple- 
ment researches into the different objective and subjective rela- 
tions that condition human action, by attempting to organize the 
results of such preliminary researches. Of these relations there 
are those which the various physicai and vital sciences explore. 
There is especially that branch of vital science which deals with 
man as “the highest zodlogical type.”” Then there are the vari- 
ously classified inquiries which attempt to explain man’s actions 
as an individual and as an element in social combinations— 
ethnology, history, demography, comparative politics, comparative 
economics, etc. Then there is psychology, in its various divisions, 
from experimental laboratory psychology to ethnic psychology. 
Finally, but relatively more instructive than all, there are the 





SOCIOLOGY AND ECONOMICS. 175 


actual contemporary activities of society which must be inter- 
preted first as outgrowths of previous human activity, and then 
retro-actively as the most reliable clue to explanations of the 
interrelations of similar activities in the past. 

It will be seen that the function of sociology as thus 
explained is, so far, not research in the exact sense at all, but 
resort to the sources from which results of special research are 
to be expected. Whatever may be true of sociologists, sociology 
is not properly to be credited with the discovery of primary facts. 
That work has to be done before sociology is possible. Sociol- 
ogy is, however, acquiring the merit of contending that the 
necessity of combining facts from these sources must have 
scientific recognition, and that consequently social programmes 
based on premises narrower than this synthesis, whether they 
be predicated on moral postulates alone on the one hand, or on 
mathematics alone on the other hand, must be rejected as 
unscientific. 

The perception from which sociology takes its departure may 
be described in a somewhat different way. The desires which 
impel men to action are of numerous orders, which cannot be 
reduced to terms of a common concrete unit. These desires are 
related to each other, since they are directed towards objects 
for which undivided personalities strive. At the same time they 
are distinct, and viewed abstractly the corresponding satisfac- 
tions are ends in themselves. Thus men desire unimpeded exer- 
cise of physical capability; they desire those psychic inter- 
changes which occur in companionship with fellow beings; they 
desire satisfaction of curiosity ; they desire zsthetic enjoyment ; 
they- desire that adjustment to condition which insures the state 
of complaisance that we call peace of conscience. Each of these 
desires is as truly a part of normal men as the desire for wealth. 
Now the fact that wealth, in some minimum proportion, is essen- 
tial to the emergence and development and satisfaction of. these 
partially economic desires, does not change the complementary 
fact that the satisfaction of these desires depends upon other 
conditions than the possession of wealth; conditions which can- 
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not be understood without investigation as rigid as that to which 
economic relations must be subjected. Indeed, from the socio- 
logical standpoint, tacit assumption that economic science can 
be made the sufficient basis of a doctrine of human happiness, is 
comparable with an assumption that a general theory of prices 
can be deduced solely from the formula of diminishing returns 
in the extractive industries. To state the comparison directly, 
sociology recognizes the constant presence of the economic 
element in the problem of human happiness; but it discovers 
that as the immanent qualities of human nature unfold, while the 
absolute value of the economic element in welfare increases, its 
ratio to the sum of other elements consciously involved in 
happiness tends to diminish, somewhat as the phenomena of 
diminishing returns in agriculture lose their relative significance 
the farther the processes of manufacture carry transformation 


of the raw material. 

The sociologist accordingly endorses, so far as the desidera- 
tum of social knowledge is concerned, Jane Carlyle’s dictum: 
“The great bad is mixing things.” The present campaign of 
sociology, as distinguished from economics, is for a clearing up of 


the confusion which is content with contemplation of man in two 
aspects: (1) economic man, (2) the undivided remainder of man. 
Far from depreciating the abstraction which has created the eco- 
nomic man, sociology tends to the conclusion that similar 
abstraction must create the physiological man, the social man 
(in the special sense ), the intellectual man, the esthetic man, the 
ethical man. The social unit postulated in our reasoning will be 
one part scientific concept and several parts empirical concept 
until these abstractions are derived and recombined into a syn- 
thetic, scientific concept of the real man. 

From this point of view attention may again be called to the 
correlation, rather than the contrast between economics and soci- 
ology. Evident demand for analytical observation of man in 
the qualitatively distinct phases of his desire and endeavor, 
emphasizes the declaration that sociology is in no sense a rival of 
economics, any more than of physiology or of psychology. On 
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the contrary, sociology can have no reliable material to organize 
until economics, among the other antecedent sciences, has per- 
formed at least preliminary portions of its work. 

It would not be pertinent to discuss in this paper the special 
contributions to knowledge of man and of society which antece- 
dent sciences ought.to furnish. In such discussion criticism of 
existing division of labor upon the material of social knowledge 
would be unavoidable, and such criticism is among the most 
important present tasks of social scientists. It will be sufficient 
to repeat that the facts from which knowledge of real man must 
be abstracted are in man’s physical structure, and in his physical 
environment; in his actions from the birth of the race; and 
especially in his contemporary activities. Until antecedent inves- 
tigation has gathered and grouped the facts from these sources, 
so that they may be further organized, theories about man are 
either generalizations of guesses as to matters of fact, or they 
are deductions from metaphysical assumptions, or they are invo- 
lutions of the errors of both. Without implying any judgment 
of the scheme of classification, or any estimate of the accuracy 
of facts tabulated in Spencer’s sociological charts, it is safe 
to assert that Spencer’s proposed comprehensive survey of human 
conditions, acts and institutions, past and present, under cate- 
gories permitting perception of permanently significant relations, 
was a sagacious proclamation of the programme which must 
furnish the material for valid generalization about society. The 
exhibit of this material, whether actual or prospective, was appro- 
priately named Descriptive Sociology. 

It must be admitted that the social sciences are not yet so 
distinctly methodized that the function of sociology is beyond 
dispute. The fact that the material for social philosophy is as 
yet comparatively meager has led some men to start from the 
sociological point of departure, but to take their scientific posi- 
tion in a part of the field of inquiry which belongs of right to 
other workers. Hence a confusion of distinctions, since the 
materials of these special divisions of social knowledge have 
not yet been fully exploited. Many men who call themselves 
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sociologists are at present mixing with the business of specialists 
in widely different lines of inquiry. 

The sociologists would do well to confess this frankly. The 
only legitimate tasks at present open to social scientists are 
either old ones, subdivisions of old ones, or the task which 
becomes new with every considerable enlargement of knowledge ; 
viz., that of organizing ascertained facts into a scientific basis for 
renewed special research on the one hand, and for the inven- 
tion of social programmes on the other. The examinations of 
parts and phases of society thus far pursued have not resulted in 
knowledge sufficient for the sub-structure of an art of social 
coéperation that can establish a scientific character. Sociologists, 
perceiving the need of such building material, are making new 
demands upon the antecedent sciences. They are even plunging 
into the work of those sciences, and attempting to fix the name 
sociology upon the particular branch of investigation to which 
they confine their attention. Digressing for a moment for refer- 
ence to terminology, I venture to observe that the conclusions 
of an amateur in anthropology or psychology or economics 
derive no respectability among masters in those sciences because 
arrived at under the name sociology. It is of course possible, 
by agreement, to make the term sociology generic for all the 
disciplines that contribute to knowledge of society, or identical 
with the phrase used in this paper with that meaning—-viz., 
“the social sciences.” If the term sociology is used with a specific 
meaning—then it must either be immediately concerned with 
special phenomena, or with the generalization of special phenom- 
ena. If the former, it is one of the antecedent procedures tribu- 
tary to social interpretation in general, and there appears no 
better reason for forcing the name sociology upon established 
sciences when recruits enter their ranks, than for calling horti- 
culture transcendental philosophy when Emerson works in his 
garden. If by sociology is meant the work of assimilating 
the knowledge of society derived from different researches, 
there should be careful discrimination between sociological use 
of data furnished by special inquiries, and attempts by sociol- 
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ogists to improve upon the work of specialists in their own 
fields. 

It should be observed further, that sociology as here under- 
stood, being philosophy constructed by synthesis of scientifically 
ascertained knowledge of society, must of necessity be largely 
descriptive and realistic, rather than abstract and ideal. By way 
of concession to our mental limitations, we are obliged to analyze 
objects of knowledge into unreality before we can think them 
integrally. Absurdly enough we are disposed to fall into the 
fallacy that our processes cease to be scientific when we proceed 
to think the analyzed elements back toward verisimilitude. This 
mental trait opposes a serious obstacle to recognition of the value 
of social synthesis which thinks together into a representation of 
actual society the abstractions into which society has been artificial- 
ized for intellectual convenience. A recent criticism of concrete 
social philosophy constructed on the proposed lines asserts: ‘In 
the grouping of facts here set forth, regard has not always been had 
to the essential principles of classification. Instead of gathering 
social facts into homogeneous groups, according as they illus- 
trate certain clearly defined relations, such as economical or 
political relations, the purpose here seems to have been to make 
such groups of facts as, when presented, would describe particu- 
lar institutions or ‘social aggregates.’ Under this method, the 
phenomena brought together in any given group are not neces- 
sarily of the same kind, and the groups thus constituted are con- 
sequently of no special importance for logical purposes. They 
are such groups as arise from that form of analysis which is 
involved in a description of any given social institution. The 
method here involved does not lead us far towards general scien- 
tific truth, but furthers minute description. It gives us a picture 
of society with all its details clearly visible, but it does not reveal 
the laws which underlie its being.”* 

That which is here asserted to be the fault and the failure of 
the synthetic method of social exposition which this paper recom- 
mends is precisely the merit claimed for such synthesis. If there 


*JOURNAL OF POLITICAL Economy, December 1894, pp. 28-29. 
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is anything more deplorable in science than the ‘great bad” of 
“mixing things,” it is the great worse of abstraction so persist- 
ent that things are kept apart which ought to mix. Logical cat- 
egories are arbitrary in so far as we fail to reset them in their 
actual articulations with the other logical categories abstracted 
from the same real objects. It is only by synthesis of logically 
constructed groups of phenomena with other similar groups that 
we are able to understand the concrete facts which hold and hide 
these phenomena in combinations. 

A geologist’s account of a fossil or a rock formation, for exam- 
ple, might be criticised in precisely the language just cited. The 
report would be successful however, not in proportion as it used 
the object in questicn as an occasion for emphasizing the classi- 
fications of physics, chemistry, biology, climatology, etc., but in 
proportion as it exhibited the precise conjunction, in this particu- 
lar object, of influences which would not be intelligible if they 
had not previously been abstracted, criticised and classified by 
special sciences. 

The object of science is not reached when it has divided up 
reality into portions which the mind can deal with separately ; 
but rather when abstraction has proceeded so far that, by its 
assistance, the components of reality can be thought in their 
actual relations. The phenomena of a society can only be 
thought as they are, when they are thought in groups within which 
the facts of one logical category overlap and interlace those of 
many others. This is but repetition of the main contentions of 
this paper, viz., that knowledge of society is conditioned, (1) upon 
development of the rudimentary sciences of special social phe- 
nomena; (2) upon synthesis of the social sciences in description 
of concrete phases of human association. 

The philosophy which is the sociological desideratum is 
interpretation of the relations borne to each other by the distinct 
phases of human capability discoverable in human actions; and 
the only thinkable means to such interpretation is comparison of 
recombined analytical conclusions with the concrete reality 
society, to see if the thought so constructed corresponds with 
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the object. If there is not such correspondence, both the accepted 
data and the processes of synthesis must be reconsidered for dis- 
covery of the error. 

With the acquisition of systematized knowledge about indi- 
vidual and social facts, codrdinated in “sciences,” and synthe- 
sized in descriptive philosophy, the opportunity for sociology 
proper begins. Presuming that the special sciences have con- 
tributed all they can bring to the interpretation of society, the 
peculiar obligation remains to make this knowledge available for 
guidance in social coédperation. By this it is not meant that 
sociology may become a collection of principles covering the 
whole area of conduct, and capable of being drawn out into 
deductions worthy to control every choice of action. It is 
assumed rather that the sum of available knowledge about the 
facts of human relations, if properly organized, will contain all 
the specific indications obtainable anywhere about possibilities of 
human improvement, and about methods and means of utilizing 
those possibilities. This amounts to the expectation that the 
classified material of social knowledge which we name col- 
lectively descriptive sociology, will constitute the material of 
social philosophy that shall contain implicitly two elements of 
general knowledge: (1) demonstration of more particulars in 
which men are destined by their nature to realize the vague con- 
ception, “happiness ;” (2) indicationof more precise adaptations 
of means to ends in the attainment of happiness. 

These specifications describe sociology in its three chief 
aspects. In the first place, it is a body of arranged facts; or, 
more precisely, it is based upon a body of arranged facts. But 
interest in all the classes of facts contained in social phenomena 
long ago caused a certain division of the labor of investigating 
them; and, apart from the process of synthesis there remains in 
this field nothing but readjustment of the divisions, and refine- 
ment and further application of the method. This work is log- 
ically antecedent to sociology, although, as a matter of fact, 
there must be perpetual reciprocity between the logically ante- 
cedent collection and analysis and the logically subsequent 
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synthesis. The work of organizing special knowledge of social 
facts into an articulated exhibit of the structure and functions of 
actual society is not within the proper scope of the special investi- 
gations. It is indicated, however, as the next logical stage in 
the assimilation of knowledge; and sociology accordingly under- 
takes a part of social science supplementary to the divisions of 
labor previously provided for, a part in which sociology is 
entirely dependent upon antecedent research; and in the first 
instance the function ot the sociologist as related to that of the 
antecedent investigators is analogous to that of the physical 
geographer in relation to the fundamental physical sciences. 

In the second place, sociology confronts the phenomena of 
waste from maladjustment of individual and social effort. The 
quality and quantity of happiness which men enjoy do not cor- 
respond with the evident capacity of men for happiness; and the 
endeavor to gain happiness is not directed by large intelligence 
of the elements involved in human happiness, or of the conditions 
upon which their attainment depends. The concrete facts of 
human life need to be interpreted with reference to their con- 
tained implications as to the kinds and combinations of satisfac- 
tion which human qualities and conditions indicate as their cor- 
relates. Systematized knowledge of positively determined human 
potencies and conditions is the only authoritative source and 
criterion of concrete social ideals, and of precise ethical precepts. 
The only visible way out of the immemorial contention between 
moral systems deduced from the arbitrarily constructed con- 
cept ‘‘ goodness,” on the one hand, and the arbitrarily constructed 
concept “happiness,” on the other hand, is through scientific cor- 
relation of the qualities of human beings and the consequences 
of human action, in which correlation happiness and goodness 
meet. The task of determining this immanent ideal, and of con- 
struing it in its application to particular social conditions, fills a 
distinct section of sociology. 

In the third place, scientifically determined social facts and 
relations, real and potential, contain the only credible informa- 
tion about means available for realizing indicated social improve- 
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ment. The section of sociology about which there seems to be 
least controversy among sociologists themselves, is that final por- 
tion to which the work of Professor Lester F. Ward has probably 
given the permanent designation “dynamic sociology.” Whether 
the boundaries of that division of sociology are to be equally 
permanent is perhaps questionable; but the ultimate function of 
sociology as I conceive it, is to discover the principles of codp- 
eration by application of which human society may adopt the 
most effective means of securing happiness. Here, as before, 
sociology is a combining and correlating procedure. There is 
implicitly, at least, a technical art correlative with each special 
social science. The vital sciences, for example, may discover the 
most effective means of guarding against contagious diseases, of 
preventing propagation of the unfit, of breeding from the best 
human stock; economic science may discover the most effective 
means of creating public revenues, or of organizing general 
industries with a view to the maximum of production; political 
science may elaborate the technique of administration or may 
perfect theories of constitutional changes ; pedagogic science may 
develop the methodology of education; ethical science may sys- 
tematize the laws of possible control of men by moral suasion ; 
but neither of these sciences, as such, has the purpose, the point 
of view, or the power to derive a philosophy of life which shall 
provide for the codperation of these and like technical means, to 
procure a rationally proportional maximum of the collective 
ends of life. 

Such a comprehensive philosophy, of some sort or other, 
which men always will have in their sub-consciousness, can be 
derived only from a prion principles or prejudices, on the one hand, 
or, on the other hand, from such synthesis of social knowledge 
as this paper has suggested. For example, the fundamental 
technical as well as theoretical question of the relation of the 
state, on the one hand, and of government, on the other, to 
radical human desires, will not be approached scientifically until 
it is investigated from the outlook of the scientific organization 
of social knowledge here recommended. 
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A readjustment of the boundaries of the sciences of social 
fact is taking place, whether scholars approve the reorganization 
or not. Whether or not the subdivisions of sociology which this 
paper suggests become conventional, is to the writer of little 
consequence. The perception which I am most concerned to 
sharpen is that our power to combine intelligently for the con- 
quest of happiness depends (1) upon precise knowledge of the 
actual elements of social fact, as it has been and is, both in the 
process of becoming and in the products that already appear; 
(2) upon intelligent conception of the possibilities of human 
realization, as indicated by the potencies patent in human action ; 
(3) of the dynamic agencies within human reach for the 
achievement of composite happiness. 

Whether our work is one of the complementary analytical 
processes, or one of the supplementary synthetic processes, we 
need to work in intelligent codperation, in order to approach the 
common end, knowledge of the meaning of life, and achieve- 


ment of life’s largest abundance. 
ALBION W. SMALL. 
UNIVERSITY OF CHICAGO. 


























PUBLIC OWNERSHIP OF MINERAL LANDS IN THE 
UNITED STATES. 


Mucu as has been said in criticism of the public-land policy 
of the United States, there is, perhaps, no part of the whole sys- 
tem which reflects so little credit upon the government, and 
about which so little has been written, as the management and 
disposal of that portion of the public domain containing mineral 
deposits. Starting out with the European idea of retaining to the 
government a share in all minerals found in its domain, the 
United States began, as early as 1785," to reserve lands contain- 
ing minerals, for future disposal by Congress. No one seems to 
have had a very clear idea as to why they should be reserved, or 
how they were to be disposed of ; but the plan of reserving them 
was followed for more than half a century, and it was not until 
1847 that, together with the system of leases which grew out of 
it, the policy was finally abandoned. It is this experiment in 
national ownership and control of mineral lands with which this 
paper deals, 

The two minerals to which public attention was chiefly 
attracted in the early years of the Republic, were salt and lead. 
By an act of May 18, 1796, providing for the sale of lands north- 
west of the Ohio, the Scioto salt spring, with enough contiguous 
land to make one township, and such other springs as might be 
discovered, were reserved for the future use and disposal of the 
United States. Soon after the purchase of Louisiana, similar 
reservations of the salines in that territory were made. Under 
these general acts and those of a specific nature, more than halfa 
million acres of salt lands were at one time or another withheld 
from sale by the government. 

Influenced, perhaps, by the example of New York which had 


*“ There shall be reserved lot No. 16, of every Township, for the maintenance of 
public schools within said Township; and one-third part of all gold, silver, lead and 
copper mines, to be sold or otherwise disposed of as Congress shall hereafter direct.” 
—Journals of Congress, vol. x. p. 121. 
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recently begun leasing its salt lands, but more by the desire to 
protect them from depredation, Congress, in 1800, authorized the 
surveyor-general to lease the salines for periods not exceeding 
seven years, on such conditions as he should deem reasonable. 
Nothing seems to have been done under this law, however, and 
in 1803, it was enacted that “for the purpose of procuring arti- 
cles necessary to the establishment of salt works at the springs 
near the Wabash River,” the sum of $3000 be appropriated and 
the President be authorized to expend it in causing the springs 
“to be worked at the expense of the United States;” or, if he 
should deem it more desirable, the President could lease the 
springs for a term not exceeding three years ‘on such conditions 
as will insure the working the same most extensively and to the 
most advantage to the United States.” 

How this appropriation was expended does not appear. From 
a document submitted to Congress some years later, however, it 
seems that kettles for boiling down salt water were actually 
bought,’ though no account of the direct working of the springs 
by government is to be found. In 1807 the power to lease began 
to be used, and during the next ten years about a dozen leases 
were recorded. The lessees were allowed to sublet parts of their 
springs, and in some places the government allowed them to use 
its ‘“‘ kettles.” The leases were executed, sometimes by an agent 
appointed for the purpose, sometimes by a register of the land 
office, and again by the territorial governor.*, The time was 
invariably for three years. The rent was in most instances pay- 
able in kind, being a fixed number of bushels of “ good, dry, 
merchantable salt.’ In some cases, however, payment was made 
in money. 

Payments on account of the salt springs ceased in 1818. At 
that time, the government had received $28,400; but the books 
of the collecting agents show the receipt of 158,000 bushels of 
salt, and at the price at which salt was then selling, at least as 
many dollars should have been realized. This apparent shortage 


*American State Papers, Public Lands, vol. iii. p. 270. 
*Public Lands, vol. iv. p. 527. 
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can be accounted for in part, at least, by an unwise provision in 
the leases. The government, to guard against monopoly prices, 
usually stipulated not only the minimum amount of salt to be 
produced, but the maximum price at which it could be sold.* 
The lessees, on the other hand, to protect themselves against 
the competition of the rent salt, secured an agreement that none 
of it should be sold for less than a given minimum unless a 
reduction were consented to by them. Such a reduction was 
sometimes consented to when the salt was sold to themselves ; 
other amounts were disposed of to new lessees as a part of the 
terms required; but as the lessees were able to supply all the salt 
that was needed, at a price somewhat below the minimum, the 
government had to seek a distant market for its salt, or, as was 
frequently the case, had to keep its rental on hand till it was 
spoiled.” 

The most important of the salines were in Illinois. Others 
were in Ohio, Indiana, Missouri, Arkansas, Mississippi and Michi- 
gan. But those in Arkansas, Mississippi and the further north- 
western states were not developed till after the government had 
given over to the states the control of the saline lands. The 
manner of giving over that control is worth noting. 

No doubt the chief motive which induced Congress to reserve 
the salines from sale was the fear that they might become a 
monopoly. This fear showed itself again in 1802 when Ohio 
was admitted into the Union. Among the grants made by the 
government on this occasion was that of all the saline lands which 
had been reserved from sale, but it was stipulated that the state 
should never sell the lands without the consent of Congress and 
never lease them for a longer period than ten years. On the 
admission of Indiana and IlIlinois they, too, were given the salines 
within their border, on terms identical with those of the Ohio 
grant. As the other states were admitted, they received only a 
specified number of springs, usually twelve, and always subject 

* History of Illinois from 1778 to 1833, and Life and Times of Ninian Edwards, by 
N. W. Epwarpbs, Springfield, 1870, pp. 529-543. 

2 Public Lands, vol. iii. pp. 273-4. 
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to the same restrictions as to sale and lease as in the earlier 
grants. 

The states, though they had been anxious to get the salt 
lands, were, ere long, just as anxious to be rid of them. Numer- 
ous petitions were sent to Congress asking leave to sell. From 
time to time such leave was given, usually with some restrictions 
as to the amount to be sold, the price per acre, or the purpose to 
which the funds could be applied. It was not till after the mid- 
dle of the century that the last restrictions upon the sale of salt 
lands by the states* were removed. 

A more important and more interesting part of our subject is 
the management of the lead lands. These lands were situated 
in two widely separated districts in the Mississippi Valley, one 
in Missouri south of the river of that name, the other between 
the Wisconsin and the Rock rivers in the present states of Illinois 
and Wisconsin. 

The lead mines of Missouri were discovered by the early 
Spanish explorers in their search for gold during the sixteenth 
century; but no attempt was made to develop them till 1712 
when Louis XIV. granted to his councillor of state, Anthony 
Crozat, exclusive commercial privileges in the whole of the ter- 
ritory claimed by the French. To him was given full control of 
all mines he might discover, but with a reservation to the crown 
of one-fifth of the gold and silver, and one-tenth of all other 
minerals produced. Little was done by Crozat, and at the end 
of five years all his rights reverted to the crown. 

It was just at this time that John Law’s Mississippi scheme 
was gaining favor in France, and the supposed vast mineral 
wealth of this region became the basis of the speculations which 
characterized that movement. The Company of the West was 
the agent through which the wealth of the Mississippi region 
was to be realized. To this company was granted for twenty- 
five years, powers even more exclusive than those given to Crozat. 
The company was given the right to sell lands, and any occupied 


*United States saline lands are still reserved from sale to be offered at public 
auction. The minimum price is $1.25 per acre. If not taken at auction, they may be 
sold at private sale at $1.25.— Revised Statutes, 2d ed., 1874-1891, p. 127. 
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or improved at the end of the twenty-five years were to be 
retained by the holders in fee simple. Within this company 
another was organized—-the Company of St. Philips—to carry 
on mining operations. Law was the nominal head of this com- 
pany, but its real executive head was the practical, energetic 
Philip Renault. In 1718 Renault came over with 200 artisans. 
With these and 500 slaves brought from Santo Domingo he began 
anew the quest for gold and silver. Disappointed in this, he 
turned his attention to the mining and smelting of the lead 
which he found in abundance in what is now Missouri and sent 
the product to France. Long after the ‘“ Mississippi bubble” 
had burst, Renault continued his operations upon lands granted 
by the French government. In 1742 he returned to his native 
land, and for fifty years little was done at the mines. But in 
the closing years of the century work was renewed under grants 
or permits of the Spanish authorities. _ When the United States 
acquired the territory in 1803, the annual product was estimated 
at 700,000 pounds." 

In 1807 the President was authorized to lease the lead lands 
in Missouri and the Indiana territory for periods not exceeding 
five years. Under this authority the government managed the 
mines for the next forty years. For the first fifteen years of 
this period the direct control of the lead mines was in the hands 
of the Treasury Department, and a very lax control it was. 
Some eighteen leases were executed during the time in Illinois 
and Missouri.? There was no attempt at uniformity in the terms 
of the leases. They were executed by a register of the Land 
Office, or by the territorial governor for periods varying from 
one to five years. The rental was generally a percentage of the 
product, ranging from 10 to 26 per cent., but often it was a 
money payment of from three to five dollars per thousand pounds 
of mineral raised. 

The returns during this period hardly met the expectations 

*On this early history, see H. R. SCHOOLCRAFT’s A View of the Lead Mines in 


Missouri, New York, 1819. SIDNEY BREESE, Early History of Illinois, Chicago, 1884, 
Ppp- 157-168 and 276. Letters Patent to Crozat, 1712. 


* Public Lands, vol. iv. p. 526. 
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raised by the reports of the mineral wealth of the Southwest 
The total revenue yielded to the government for the fifteen 
years was only about $2000." Yet the insignificance of this 
rental was not due so much to a deficient product, as to the 
lack of control over what was produced; for the product was 
in the latter part of the period estimated at 4,000,000 pounds a 
year. 

This condition of affairs had been brought about in two ways. 
In the first place, no decisive action had been taken to settle the 
numerous claims which had arisen under the old French and 
Spanish grants and so long as the question was pending, the dona 
fide claimants felt justified, as indeed they were, in continuing 
to work the mines; and along with these valid claims, perfectly 
groundless ones were set up as a pretext for entering upon gov- 
ernment lands. In the second place, the method of reserving the 
lands was defective. The whole matter was left with the sur- 
veyor-general who was directed to designate such lands as he 
found to contain minerals. But his work carried him only along 
the section lines and much land containing lead was returned as 
agricultural land and sold. Private ownership thus gained a firm 
footing in the region. In the confusion which resulted from this 
mixed ownership and from disputed claims, a considerable body 
of trespassers without a shadow of right to mine, preyed upon 
all alike. Even the lessees were not secure from their depreda- 
tions, and receiving no protection from the government were 
often driven to abandon their leases.* Such conditions were not 
favorable to producing a large revenue. 

The Treasury Department not having sufficient force to care 
properly for the mines, the mineral lands were, at the suggestion j 
of Secretary Crawford, transferred to the War Department in 
1821, where they remained til! thrown open to purchase in 1847. 
Steps were immediately taken to reorganize the management. A 
new plan of leasing was devised ; an ordnance officer was detailed 
to superintend the lead mines; and the hope was confidently 

* Public Lands, vol. iii. p. 712. ; 

* Senate Document No. 45, XIX. Congress, First Session. 
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expressed that the mines would become a considerable source of 
revenue to the government. 

The new leases were made uniformly for three years and the 
rent was fixed at 10 per cent. of the lead produced. The amount 
of land for each lease varied, but it never exceeded 320 acres. 
Sub-leases were not allowed. The lessees were required to keep 
open for official inspection, a book showing their operations. A 
bond of $5000 was required; and to insure an extensive working 
of the mines the lessee was bound to employ a certain number 
of men for a stated portion of the year. 

The very energy with which the administration of the mines 
was being attempted, created hostility to the government, 
especially in Missouri, where the existence of a mixed ownership 
produced trouble not experienced elsewhere. The attempt to 
collect rents from men who had never before paid any, was 
enough in itself to produce great friction; but the difficulties 
were increased by the position assumed by Thomas H. Benton 
in the Senate. The next year after the new plan was adopted, he 
began an attack on the whole system of reservation and leasing, 
basing his objections on historical, financial, constitutional, and 
moral grounds; and each year the attack was renewed, till in 
1829 an act was passed throwing the lands in Missouri open to 
purchase. A vexatious question was thus disposed of; but some 
rent continued to be collected in the state till 1831. For the 
ten years, 1821-1831, 423,000 pounds of lead, worth about 4% 
cents per pound, were received and deposited at the St. Louis 
Arsenal. The expenses for the period were $14,000, leaving a 
balance of $5000 for the ten years." 

More satisfactory were the operations on the Upper Mississippi. 
The existence of lead in this region was known very early, and 
toward the end of the century some mining was done at Dubuque 
on the west side of the river. During Jefferson’s administration 
an attempt was made to secure these lands from the Indians, and 
indeed a treaty was made in 1804, by which the Sacs and Foxes 
ceded the desired territory. But it was soon-found that other 


* Public Lands, vol. viii. p. 450. 
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tribes had claims upon it, and it was not till 1816 that the right 
to enter upon the lands was secured. In that year the government 
acquired the right to a tract fifteen miles square in this disputed 
territory, to be chosen by the President. The tracts chosen con- 
tained most of the lead lands, and work was begun upon them 
about the time the War Department assumed control. 

In this region, with all the mines under the control of the 
government, and with a body of tenants who had not grown old 
in working the lands of the United States without paying rent, it 
was found quite easy to put the system in operation. From the 
first, rents were paid promptly and in full. The rich deposits 
about Galena attracted a large tenantry, and the industry was 
soon far more important than that of Missouri. The tariff act of 
1824 doubled the duty on lead; prices advanced from 4 cents to 
6% cents per pound; and under the stimulus thus given the pro- 
duction increased enormously. For the years 1822-1824 the 
average product was 175,000 pounds; by 1829 it had risen to 
13,000,000 pounds. The growth of the industry had been too 
rapid, and the miners found themselves with more lead on hand 
than they could dispose of at paying prices. Relief was asked 
for, and granted in 1829 through a reduction of rent from 10 
per cent. to 6 per cent. What effect this reduction had on the 
condition of the miners, or how it affected production cannot 
fully be made out. The returns for 1830 show a product of only 
8.3 million pounds, and in 1831 of only 6.3 millions. But the 
returns are stated to be incomplete owing to the “delinquencies 
of the lessees.” The figures do not, therefore, indicate the true 
production. The delinquencies complained of continued till 
1835, when the lessees broke out in open revolt against the sys- 
tem, and no rents were collected, and no returns of any kind 
made. It is the causes for this revolt which we are now to study. 

It will be remembered that the authority to lease the lands 
was given by an act of 1807. The act provided that “The 
President of the United States shall be and is hereby authorized 
to lease any lead mine which has been, or may hereafter be, dis- 
covered in the Indiana Territory, for a term not exceeding five 
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years.”” Under the Treasury Department, no special officers had 
been appointed to look after the mines. The work was done as 
an additional service by the register or by the territorial gover- 
nor. The reason for the transfer of the mineral lands to the 
War Office was that some of the ordnance officers already in the 
vicinity might look after the leasing and the collection of rents ; 
and for a time this was done without additional expense. But 
as more and more time was required to attend to the business, 
the necessity of having an officer on the ground increased, and 
in 1824 a superintendent of lead mines was appointed. As 
necessity required, assistants and other agents were appointed to 
aid him, and thus there grew up a body of officials unknown to 
the law, and therefore, in the view of Benton and others, without 
authority to act. 

Moreover, the leases first granted were to miners alone, who, 
it was expected, would smelt their own ore and make their 
return directly to the government. But, as the number of 
lessees increased, and the wastefulness of numerous small furnaces 
was seen, the government began, about 1825, to license smelters 
who should receive the ore from the miners and make deductions 
for the payment of rent to the government. For the faithful 
performance of this service they were required to give bond for 
$10,000. Here was another class of persons created without any 
warrant of law, and the question was early raised as to whether 
the smelters were legally bound to make any returns to the 
government. Indeed, the constitutionality of any kind of 
reservation or lease continued to be questioned.* The natural 
depression in the business which followed upon the over-produc- 
tion of 1828-29 produced discontent among the miners, and that 
discontent was increased by the abandonment of public owner- 
ship in Missouri ; so that it was little wonder that “‘ delinquencies’ 
became frequent in Illinois. In vain the state legislature had 
memorialized Congress to sell the lands. The natural result was 
produced. That conflict between state and nation which, for ten 


*See the Messages of the Governor of Illinois about this time; EDWARDs 
History of Illinois, pp. 105 et seg.; BENTON’S Abridgment, vol. ix. pp. 280-282, 
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years, Benton had been predicting and, perhaps, helping on, 
seemed to be at hand, when in 1830, the governor of Illinois 
advised the smelters to cease paying rent and to resist its col- 
lection.*. Many continued to pay their rent, but only a pretext 
was required, in this condition of affairs, to bring the whole 
region into open revolt against the leasing system. 

That pretext was furnished by the passage of an act in 1834, 
establishing a land office at Mineral Point, Wisconsin, and by the 
issuing of a proclamation by the President, declaring certain 
lands in the mineral region open to purchase. Although the 
proclamation specifically reserved from sale all land containing 
minerals, the miners and smelters construed the law as a repeal 
of the act of 1807 and as leaving the government without any 
form of authority for collecting rents.?, Some ground was given, 
too, for this construction by the action of the officials. Assoon 
as the land office was open, sales were made which seemed to 
indicate that reservations were at an end. Some tracts well 
known to contain lead were sold—some, in fact, which were 
being worked. The Department had established as a rule for 
ascertaining the character of lands before entry that the 
applicant should declare on oath that he had examined the tract 
applied for and had found no evidence of mineral deposits. He 
had also to produce a witness to testify to the same effect. This 
was considered sufficient guarantee against fraud. But as it 
afterwards turned out, it was the practice for applicants and their 
witnesses to be led blindfolded over the tract applied for, and 
then swear at the land office that they had seen no indication of 
minerals.3 The register participated in the frauds by neglecting 
to require the oath, and by conniving with favored purchasers to 
withhold from auction lands known to contain lead, allowing 
them afterward to be entered as agricultural lands. The regis- 
ter himself secured a valuable tract in this way. The surveyor- 
general of Wisconsin secured another.* 

* Senate Document No. 93, XXV. Congress, Second Session. 

* Senate Document No. 205, XX VII. Congress, Second Session. 

3 House Executive Document No. 153, XXVII. Congress, Third Session, p. 3. 

4 House Executive Document No. 277, XXVII. Congress, Second Session. 
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Even tracts covered by leases and by permits’ to dig ore were 
not safe from these fraudulent entries. As it was the practice 
of the territorial courts to accept the certificate of the register 
as sufficient evidence of sale, the lessees had no power to pro- 
tect themselves from ejectment. Even when fraud was perfectly 
clear,no defense of prior claim could be set up. Proceedings 
for perjury were summarily dismissed by the courts on the 
ground that the register had no power to administer oaths and 
that therefore the offense did not constitute perjury. 

It is little wonder, then, that the whole leasing system broke 
down; even those whose holdings were not sold had no assur- 
ance that they would not soon be, and all alike refused to report 
their ore to the smelters as coming from United States land, while 
the smelters refused, in turn, to make any payment to the gov- 
ernment. By the middle of 1835, not a pound of lead was 
being received as rent. 

For the next six years the control of the government over 
the mines was only nominal. Suits were brought, in 1836, against 
several smelters, but the cases, turning upon the constitutionality 
of the law of 1807, and upon the authority of the President to 
license smelters under it, were carried up to the Supreme Court 
and were .not decided till 1840. The decision sustained the law 
and the authority to grant licenses to smelters.? But so habitual 
had become the disregard for United States officials that it was 
found extremely difficult to restore control over the miners. The 
Secretary of War, knowing what the difficulties would be, 
adopted the recommendation made for ten years past by the 
Chief of Ordnance, and urged that the lands should be sold. 
But Congress did not act and nothing was left for the Secretary 
to do but to bolster up the system as best he could.3 

* After the granting of smelters’ licenses came in, “ permits to dig ore” were often 


granted without the formality of a lease, the holder of the permit being required to 
deposit his ore with a licensed smelter who deducted the rent. 


? United States vs. Gratiot, 14 Peters 534. 


3 The superintendent was instructed to collect arrearages of rent “ by compromise, 
arbitration, or otherwise,” but he was not allowed to involve the government in further 
expense. His own salary was to be derived in part from a percentage of his collec- 
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A new form of lease was adopted in 1841, granting much 
smaller tracts than before and requiring the miners to pay rent 
directly to the government. The term was only one year. 
During the next three or four years a considerable number of 
leases were made, but nothing like the whole of the lands was 
covered by them, nor did those properly leased yield the rent 
they should have produced. For 1842 some 30,000 pounds were 
received. The amount rose to 178,000 pounds the next year, 
but, in spite of a large increase in the number of leases, fell in 
1844 to 17,000 pounds. Even in 1843 only a fraction of the 
government’s share was received. Those who had taken out 
leases withheld the rental, as they said, to pay the expense of 
suits in which they were frequently involved with preémptors ;* 
and since the government did not take the trouble to protect 
them, there seems to have been some justification for their atti- 
tude. Those working government lands without leases tried to 
justify themselves on the ground that the law of 1834, establish- 
ing the land office at Mineral Point, had repealed the act of 
1807, and that therefore there was no authority for leasing the 
land. A decision on this point was reached in 1844.7 It was 
declared that the act of 1807 was still in force and that digging 
ore on the public lands was such a waste as entitled the United 
States to an injunction for restraint. 

The new Secretary of War, in 1845, made a strong effort to 
regain control of the mines. The rigorous policy he laid down 
for the superintendent could not be carried out, however, owing 
to the hostility it aroused throughout the lead region. Some 
leases were made, and some rent was collected; but not enough 


tions and he was allowed to engage counsel to be paid in the same way. But some 
of the delinquents had died, some had moved_into other states, and still others were 
bankrupt. Even where solvent debtors could be found, there was no hope of getting 
a jury within the region that would give a verdict against them. The amount of 
arrears of rent collected was therefore insignificant. 


* When purchasers were successful in establishing their claim, they were often able 
to secure from the miners a fourth or even a third of the mineral raised. It seems there 
ought to have been little complaint of the government’s moderate rental of 6 per cent. 


* United States vs. Gear, 3 Howard 120. 
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to pay the expenses incurred.* The secretary and the President 
urged Congress to dispose of the lands, and in July, 1846, much 
to the relief of all concerned, an act was passed throwing the lands 
open to purchase. All the lead lands in Wisconsin, Iowa and 
Illinois were to be advertised for sale at auction for six months at 
a minimum price of $2.50, double the price of agricultural lands, 
and were then to be subject for a year to private entry at $2.50. 
Thereafter those remaining were to be sold as other lands. 

From a financial point of view the experiment of leasing the 
lead mines had not been a success. From 1821 to 1830 they 
had been a source of considerable revenue. From 1830 to 1835 
the rents decreased, and in the middle of the latter year they 
ceased altogether. In 1842 they again became a source of reve- 
nue, but not sufficient to pay the expense of collection. For 
the whole period, the most liberal estimate made shows a net 
revenue of only $86,400, or an average annual income of $3,300." 
If the cost of surveys and of litigation were added to the expense 
column, and if the damage done to the public lands through 
wasteful mining and the use of timber, many tracts of which 
were entirely stripped, were taken account of, this small surplus 
would be turned into a very considerable deficit. 

From a political point of view the experiment was equally 
unfortunate. The states chafed under a policy which looked to 
establishing, within their jurisdiction, a permanent tenantry 
“owing allegiance to a foreign government,” and hostility was 
constantly engendered by it.3 Nor is it to be wondered at. In 

*And this at a time when the average product for the region was 44 million 


pounds per year, and worth 2.64 cents per pound. In 1845 the output was 54 million 
pounds.—HUngT, vol. xxx. p. 375. 

* Estimate of Colonel Talcott, of the Ordnance Bureau.—Ordnance Bureau Report, 
1846 and 1847. 

3The part played by the public lands in the ever present “constitutional” con- 
troversy from the very beginning of the republic is set forth by JAMEs C. WELLING 
in his essay on the “ States-rights Conflict over the Public Lands.” (American Historical 
Association Papers, vol. iii., pp. 167-183.) The right of the government to retain lands 
within the borders of a state after its admission was long vociferously denied even 
when no question of the leasing of lands was involved. The constitutional argument 
is given in Governor Edward’s Message to the Illinois Legislature, December, 1830. 
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Jo Daviess county, Illinois, with a population of 16,000 in 1846, 
there was not a single freehold except in some town lots in the 
village of Galena. Whatever had been the motive for reserving 
the lead lands, whether simply to gain information about them 
in order to secure a higher price, to prevent monopoly, or to 
make them a source of revenue, all reasons for retaining them 
seem to have passed away long before the act of 1846 threw 
them open to private ownership. 

But the leasing of mineral lands was not yet entirely aban- 
doned. Just when the government was attempting to reassert 
its authority in the lead regions, the copper lands in the Superior 
district began to attract prospectors and speculators. In 1842 a 
treaty was made with the Indians which gave the United States 
control of the copper mines. The Secretary of War asked for a 
law directing him what to do with them. Congress remaining 
silent on the subject, however, the secretary, with some doubts 
as to the legality of his acts, began to issue permits to such per- 
sons as applied for them, ‘‘to examine and dig for lead and other 
ores” on the Chippeway tract, falling back upon the lease law 
of 1807 for his authority. Those holding such permits were to 
be allowed to take out leases as soon as the lands were surveyed. 
Departing from the policy of granting small holdings, the secre- 
tary allowed tracts three miles square to be located, and one 
person might locate three such tracts. Forty-five leases were 
taken for the three-mile tracts, but the size of holding was soon 
reduced to one square mile. The leases were to run three years, 
and were renewable for two like periods unless Congress should 
otherwise dispose of the lands. For three or four years the 
copper fever ran high. So quickly did the rush for the mines 
follow upon the government’s acquisition of them, that the lands 
could not be properly surveyed fast enough to meet the demand 
for them. Leases were made for the same tracts several times 
over, and soon the government found itself involved in what, 
after half a century of experience, still remained the mysteries 
of mineral land management.* 

*See Senate Executive Document No. 160, XXIX. Congress, First Session. 
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It was not till March, 1847, however, that Congress took 
what seemed the easiest way out of the difficulty, and passed a 
law throwing the copper lands open to purchase. But the terms 
of purchase were so unfavorable that many lessees found it more 
profitable to pay the rent they had agreed upon. Rent continued 
to be received till 1852. Aside from the expense of surveying, 
the government paid out some $5000 more than it received from 
1847 to 1852, and for the whole period from 1842 to 1852 the 
loss was considerably in excess of that amount." 

Before the government had yet shaken off the system of min- 
eral land leases, the gold discoveries in California were made, and 
the question arose as to how the lands should be managed. In 
his report for 1849, Secretary Ewing, of the newly organized 
Interior Department, to which the land office had been transferred, 
pointed out the necessity of immediate action if the government 
wished to protect its property from depredation by the thousands 
of all nations who were flocking thither. Spain and Mexico had 
retained a share in all the precious metals found on lands 
granted by them, and the United States had acquired the 
same rights. Two courses were open for the disposal of lands 
belonging to government, that of leasing and that of sale. The 
secretary favored the leasing plan for surface deposits which 
could be worked with little capital, since a monopoly of them 
would thus be prevented. Where deep mining and much 
machinery were necessary, he favored the sale of the lands, but 
still retaining to the government a share of the metals produced 
from them. 

During the extra session of 1850, Senator Fremont of Cali- 
fornia brought in a bill for the management of the gold lands, 
which provided merely for laying out mining lots of given 
dimensions, and for charging a nominal fee for the right to mine 
upon them. Mr. Ewing, now in the Senate, was not willing to 
give up the plan of making the gold deposits a source of revenue 
to the government, and proposed that all miners be required to 
sell their product to the United States at $16 per ounce, the 


* Ordnance Bureau Report, 1846, and Land Office Reports, 1848-1852. 
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market price of gold at that time at San Francisco. Between 
that price and the coinage value a good profit could be realized 
by the government. Mr. Benton reviewed the experience of 
the United States in mercantile undertakings and after some 
discussion Mr. Ewing’s substitute was rejected and the bill 
passed the Senate in the last days of the session substan- 
tially in the form in which it had been introduced. By 
December, however, President Fillmore, the Secretary of the 
Interior, and the Commissioner of the General Land Office, having 
the experience with the lead and copper mines clearly in mind,* 
agreed in recommending the unqualified sale of the land. Asa 
result of these recommendations, the bill failed to pass the House. 
Congress made no provision for the sale, lease, or regulation of 
the lands. It contented itself with merely reserving them 
from grants made under the preémption, homestead, and other 
acts, till 1866 when the first law concerning them was passed. 
During all this time the mining communities had been governed 
by regulations which they themselves had adopted — rules which 
rested entirely upon the consent of the miners, but which came 
to be recognized by the courts in settling disputes, and were 


finally enacted into laws by the state and territorial legislatures.’ 
The act of 1866 which rather tardily declared the mineral lands 


* The President said in his annual message: “I was at first inclined to favor the 
system of leasing as it seemed to promise the largest revenue to the government and to 
afford the best security against monopolies ; but further reflection and our experience 
in leasing the lead lands . . . . have brought my mind to the conclusion that 
there would be great difficulties in collecting the rents. . . . I therefore recom- 
mend that instead of retaining the mineral lands under permanent control of govern- 
ment, they be divided into small parcels and sold under such restrictions as to quantity 
and time, as will ensure the best price and guard most effectually against combina- 
tions of capitalists to obtain monopolies.” The secretary and the commissioner 
described in the most vigorous language the “odious system of leasing ’’ whereby the 
government as a “rich landed monopolist” had reduced the miners to a condition of 
“‘vassalage.” This had produced ill feeling among the miners and led finally to resist- 
ance to the laws on their part while it had roused, not without reason, the jealousy of the 
states. They saw no reason why the experience in Missouri and Illinois might not 
be repeated in California. 


*ELioT Lorn, Comstock Mining and Mines, chap. iii.; Monographs of the United 
States Geological Survey, 1883, vol.iv.; DONALDSON, Public Domain, p. 321. 
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of the public domain “ to be free and open to exploration and 
occupation,” also adopted these local rules so far as they did not 
conflict with the laws of the United States. The act further pro- 
vided that occupants of mining claims might receive patents 
therefor when it could be shown that not less than $1000 had 
been expended upon them in labor and improvements. This 
provision applied only to lodes and veins. The price set was $5 
per acre and the expense of surveying, the price which still is 
paid for such lands.* The act without disturbing claims already 
laid out made some provision for the manner of laying out future 
claims. An act of 1870 gave authority for the sale of the placer 
lands, at the rate of $2.50 per acre, and prescribed the manner 
of laying out such claims. Two years later amore adequate law 
was passed for the regulation of mining on the public lands, 
retaining very much the same provisions for selling the lands. 
The management of the coal lands has furnished no such 
experience as the lead and copper lands have. They have been 
treated in a class by themselves and may be spoken of briefly. 
One of the exemptions in the preémption act of 1841, was of 
‘all lands on which are situated any known salines or mines.” 
Under this provision coal lands were exempted from sale until 
1864 when the President was authorized to offer them at public 
auction after three months’ notice, at a minimum price of $20 per 
acre. If not thus disposed of they were then made liable to pri- 
vate entry at the same price. A law of 1873 made all coal lands 
liable to private entry, in tracts not exceeding 160 acres for one 
person, or 640 acres for any association. The price was fixed 
according to the distance from a railroad, being $10 per acre if 
more than fifteen miles from a completed railroad and $20 if less 
than that distance. It is under this law that coal lands are still sold 
The manner in which the mineral lands have been adminis- 
tered after being made subject to entry, is not, however, to be 
* There seemed to be very little inducement to purchase these lands. Occupiers 
were not required to buy and the expense of survey kept many from becoming owners. 
From 1866 to 1880 only 5281 patents for all classes of gold lands were issued, cover- 


ing 148,600 acres, and yielding to the government $486,500.— DoNALDSON, Pudlic 
Domain, p. 328. 
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dealt with in this paper, nor is the question as to whether min- 
ing is a suitable field for government activity to engage our 
attention at this time. It was intended only to call attention to 
a neglected chapter of our public land history, to indicate the 
causes of the government’s failure as a mine-owner, and to show 
the bearing of that failure upon the policy afterward pursued 
with regard to the gold lands. Undoubtedly the mining business 
has peculiarities which would severely test the efficiency of a 
government undertaking to control it in any but the most gen- 
eral way. But it was not the difficulties arising from these pecu- 
liarities which contributed most to the downfall of the leasing 
system. The failure was, in part, due to the newness of the 
industry and the inability of the government to adapt itself to 
new conditions as they arose. But by far the greatest element 
of weakness was political rather than economic. That inordin- 
ate haste to get the most in the least time even at the cost of 
intolerable waste, which has characterized our whole economic 
development, showed itself in mining, and the government was 
unable to check it, and was little disposed to attempt to do so. 
Indeed, it was forced to aid the unhealthy development in various 


ways. But aside from the political pressure used for this pur- 
pose, the inability of the government efficiently to control an 
industry “within a sovereign state” was largely due to the polit- 
ical theories prevalent at the time; and to these theories and 
the disregard for national authority which naturally grew out of 
them can be traced the principal cause of the failure of the leas- 


ing system. 
G. O. VirTuE. 


HARVARD UNIVERSITY. 
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THE data on which this paper is based consist of replies 
received from 2465 national banks to questions suggested by 
myself and sent out by the Comptroller of the Currency. The 
blanks sent out called for the amounts deposited in the banks, 
on the settling day nearest to the thirtieth of June, by retail 
grocers, butchers, clothiers, furniture dealers and fuel dealers. 
The banks were requested to specify the amount of each of the 
different kinds of money and the amount of checks and other 
instruments of credit in each deposit. Information was asked 
for also as to the usual period of credit in retail trade, the 
extent to which wages are paid by checks and the extent to 
which employees get their pay-checks cashed by merchants. 

The primary purpose of the investigation was to secure some 
data respecting the percentage of credit instruments used in 
retail payments. Previous investigations into the use of credit 
instruments included all transactions, and it has been pretty 
generally agreed that the large percentage of instruments of 
credit shown by these investigations was mainly due to the mag- 
nitude of wholesale trade. For both practical and theoretical 
reasons it is desirable to have some data on the use of such 
instruments by the great mass of the people in their ordinary 
purchases. 

The five classes of retail dealers selected were chosen because 
their businesses are the ones the purchase of whose products rep- 
resents the principal parts of the expenses of living of the peo- 
ple at large. The Commissioner of Labor in his reports for 
1890 and 1891 on the cost of production of certain commodities, 
gives comparative data respecting the cost of living. Accord- 
ing to his figures,.the expenditure for food, clothing, furniture 
and fuel is ordinarily about 67 per cent., or two-thirds of the 
total expenditure of each individual for all classes of incomes. 
It is nearer 70 per cent. of that of those with incomes below 
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$800. Information concerning so large a percentage of the 
expenditure might fairly be considered representative of the 
total expenditure, especially since several of the items omitted 
are of such a character that they would be paid for with checks 
by people accustomed to that mode of payment. 

Owing to a slight misunderstanding, the form of the blank 
sent out was not revised, and there are certain omissions which 
vitiate the returns. Under clothiers, for instance, it was intended 
to include dealers in general dry goods. It was intended, also, 
to secure returns from “ general stores,”’ because, as is well known, 
in country districts these stores do all the kinds of trade men- 
tioned. However, in some cases returns were made covering 
both these omissions, and the general results cannot be much 
affected by them. 

The amount of retail payments which the returns cover is 
very close to $6,000,000. Of this amount 58 per cent. is in 
checks and other instruments of credit, and 42 per cent. in the 
various kinds of money. The returns and percentages are class- 
ified in the table on page 205. 

The first matter to consider is the defects of the statistics 
secured. Many of the banks stated that the deposits on the 
day chosen were unusually light for one reason or another. The 
returns of the deposits of fuel dealers were undoubtedly below 
the average on account of the season of the year at which the 
investigation was made. 

By an inadvertence, no separate returns of national bank 
notes were asked for. It is not clear to what extent these notes 
were returned as treasury notes. In some cases they were dis- 
tinctly so included. Their omission can be allowed for if we 
assume that the proportion of them used under the denomination 
of twenty dollars was the same as that of the silver certificates 
used of corresponding denomination. Under this supposition 
it would be necessary to include between $300,000 and $400,000 
on the money side of the returns. The percentage of checks 
would then become about 54. 

Another point deserving consideration is the fact that the 
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TABLE I, 
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33. | 66, 
62. | 38. 
34. | 66. 
80. | 20. 
70. | 30. 
28. | 72. 
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II. 
17. 
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6,867 11,342 51,895 
2,181 976 7,776 
2,484 8,257 27,159 
22,754 3,881 45,570 
14,784 | 22,923 127,967 
2,388 | 34,926 83,565 
3,169 10,792 30,123 
5,165 9,250 42,281 
4,075 6,695 |° 36,047 
7155 5,654 28,038 
27,455 | 105,080 296,142 
16,679 | 44,925 112,739 
25,005 63,503 218,261 
302 631 2,429 
5444 9,313 43,882 
19,806 | 53,369 213,239 
4,247 13,212 37,815 
5,250 | 50,832 145,880 
11,067 25,335 86,820 
19,636 | 172,917 381,150 
13,220 44,016 126,554 
21,987 | 34,211 ( 99,101 
2,408 7,042 70,150 
29,885 50,018 | 122,053 201,956 
7,573 7,516 | 39,914 55,003 
18,211 23,280 74,884 116,375 
165 16 181 
5,878 17,376 22,858 46,112 
3,180 8,833 15,486 27,499 
2,365 23,440 | 34,276 60,081 
8,289 | 105,119 | 118,879 232,287 
2,128 . 4,176 | 32,019 38,323 
27,517 | 198,487 | 355,845 ; 582,003 
24,250 | 85,487 | 90,478 | 200,215 
2,647 3,765 9,897 16,309 
28,150 31345 | 39,880 71,375 
91,846 | 388,433 | 549,702 | 1,030,071 
1,254 | 27,759 | 41,822 70,835 
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13,143 11,480 | 14,805 39,428 
5,701 12,750 | 24,653 43,104 
43,572 57,976 ; 210,750 | 312,298 
4,450 919 6,934 12,303 
3,000 | 20,979! 39,301 63,280 
2,981 11,567 | 43,093 57,641 
30,321 7,839 76,804 | 114,964 
4,632 7:930 | 22,307 34,869 
16,261 49,312 96,701 162,274 
22,632 9,173 24,594 56,399 
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* There were so many errors in addition in the blanks sent in by the banks that in 
spite of careful correction the sum of the first three columns is not exactly equal to that 
of the fourth. The percentages, however, are not seriously affected. 
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returns come from national banks alone. If returns had been 
received from state and private banks throughout the country 
they would have been more complete, but there is no reason to 
think that the percentage of checks would have been less. 
Indeed, it is probably true that checks and orders constitute a 
larger part of the deposits made by retail traders in the state 
and private banks of the country than they do of the deposits 
of similar classes in national banks. For these banks are 
numerous in states where national banks are few and in local- 
ities where credit seems to be largely used. 

One element which would swell the percentage of credit is 
the large amount of store orders used in payment of wages in 
mining and country districts, especially throughout the South. 
These, of course, would not be shown in the returns made by 
the banks. 

Still again, a considerable amount of retail trade in agricul- 
tural districts is carried on by book credit. Farmers are credited 
on the books of the dealers with the produce which they bring 
in and secure their supplies on the basis of this credit. As an 
illustration of the extent of this practice I may mention a single 
grocer’s store in the city of Urbana, Illinois, in which there are 
seventy-three such running accounts; and there are four or five 
similar stores in the town. This would reduce the proportion of 
cash trade and make the percentage of payments in cash relatively 
smaller. 

There is, however, one source of error in the returns owing to 
which the percentage of credit instruments may be too large. 
The deposits made by the traders on the day in question doubt- 
less represented sales made throughout the period of credit 
common to their community, while the money deposits would 
not include all the cash sales made during that period. If this 
be true, it is obvious that the percentage of checks may be too 
high; but the excess would be offset to the extent that imme- 
diate payments were made in checks during the credit period. 
Error due to this cause must have been present to a greater or 
less extent in previous investigations. I am inclined, however, to 
think that in the present instance it cannot be great; if it were, 
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‘ the returns from places which have long periods of credit should 
show a larger proportion of checks than do the returns from 
other places, but the figures do not show this to be regularly so. 
Moreover, if the people of a community were in the habit of 
using checks, they would be more likely to make even imme- 
diate payments with them than with money. 

It is likely, then, that the accuracy of the returns is not 
materially affected by any of these sources of error. If any- 
thing, the percentage of credit instruments obtained is probably 
somewhat too low. 

The next question to consider is what part of the total retail 
trade of the country the data secured represent. Returns from 
the state and private banks of the country would, as I have 
already remarked, be of the same general character as those 
from the national banks. No serious error can be made, then, 
by adding to the returns secured the probable data for these 
banks. Their individual deposits are nearly equal to those of 
the national banks. Hence their deposits from retail traders 
may be assumed to be equal to those of the latter. On this sup- 
position the total trade represented would be twelve millions. 
The labor commissioner, in the report already mentioned, gives 
data from which I compute the average daily income of each 
individual at forty cents for all who receive incomes up to 
$1200 a year. This would probably represent an average daily 
expenditure for the whole country, on this social basis, of about 
twenty-four million dollars. This, perhaps, is too small; but it 
serves to convey an idea of the representative character of the 
returns we are considering. We surely will not be far out of the 
way if we regard them as representing one-half the whole retail 
trade of the country for one day. Color is lent to such an esti- 
mate by the fact that there are many instances in which the per- 
centage of checks used for payments in other kinds of retail 
transactions is much larger than in those for which returns were 
obtained. Some of the blanks contained information on this 
point. For example, in eight banks in the state of Pennsylvania, 
$6,687 in checks were deposited by dealers of the kinds specified 
in the circular, and $50,428 in checks were deposited by other 
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classes of retail dealers. Instances of this kind would arise 
largely from some peculiar characteristic of the place, such as 
the predominance of some particular trade. They would tend, 
however, to increase the proportion of checks. When we con- 
sider, moreover, that the half of the retail trade which the returns 
do not represent includes all which is done on book credit and 
on the truck system, it seems not unlikely that the percentage 
of checks obtained holds for probably two-thirds or three-fourths 
of the total retail trade. 

A study of Table I. (p. 205) shows that the extent of the 
use of credit instruments in retail trade varies widely in different 
parts of the country. Mississippi heads the list, and South 
Dakota shows the smallest percentage. The cause, or causes, of 
the great variation is not clear. They may be partly due to the 
greater length of the period for which credit is granted; or to 
the fact that only a small number of the people use the banks, 
but that a large proportion of those who do use checks. This 
latter explanation ‘probably applies to states like New Mexico, 
for which the total returns are small and the percentage of 
checks very high. From what is known of the habits of the 
people, a large employment of credit in the cotton-growing 
states would be expected, and the figures bear out the expec- 
tation. Alabama shows 65 per cent.; Georgia, 70.2, and Texas, 
67.5. 

If we group the states geographically according to the group- 
ing of the census, we find that the order of the groups in the 
percentage of checks returned, beginning with the smallest, is: 
North Central, 54.3; North Atlantic, 56.4; Western, 59.7; South 
Atlantic, 62.3; South Central, 65.6. 

It is dangerous, of course, to make any definite generalization 
from the results of one investigation, and that, too, so defective 
as the present one necessarily was. There are three matters, 
however, concerning which the data secured seem to furnish 
important information. One of these is the question of an addi- 
tional supply of money; the second, the relation between the 
increase in the use of credit and the growth of population, and 
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the third, which is closely connected with the second, the relation 
between the increase of business and that of credit. 

With regard to the first of these matters, while it is generally 
admitted that the larger part of wholesale business is done on 
credit, some have claimed that only a small portion of retail 
trade is so conducted, and that the supply of money should, 
therefore, be increased for the daily needs of the people. The 
present investigation shows, however, that credit plays an impor- 
tant réle in retail payments; its results are, therefore, on the 
whole, in the line of former conclusions as to the importance of 
eredit instruments in payments and cxchanges generally, and 
against the necessity of any additional provisions for simply 
increasing the volume of money without taking into considera- 
tion the other and at least equally important element of our cir- 
_ culation. 

The second matter on which the data under discussion seem 
to throw some light is the law of the growth of credit as popula- 
tion increases. That there is such a law, or an organic relation 
between the growth of population and that of credit, the writer 
believes ; and imperfect as the statistics under discussion are, they 
seem to support the belief. 

It has been commonly assumed that the use of checks and 
other credit instruments increases with the population, and that, in 
general, such instruments are used to a greater extent in large 
cities than in smaller ones or in country districts. The present 
returns do not altogether bear out this assumption. It would 
rather appear that, beginning with a given population, the per- 
centage of credit used in business remains constant, or decreases, 
until population reaches a considerably higher point, and there 
increases suddenly; and that, in the meantime, the average per- 
centage increases until a certain point of density of population 
is reached, after which the percentage continues to decrease rela- 
tively to total business. 

If there is such a law as that just described, it should be 
shown more or less clearly by a curve representing the variation 
of the percentage of checks as population increases. To con- 
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struct such a curve perfectly, equal divisions of the lines of 
abscissas should represent equal increments of population on the 
same area; that is, the curve should show the variation in per- 
centages of credit for population groups of regularly increasing 
density. This is obviously impossible. The best we can do is 
to group places of the same population, find the average percent- 
age of credit for each group and construct the curve from these 
averages, assuming that the average areas of groups of places of 
different population are in the ratios of their average populations. 
This is not too violent an assumption. Table II. is constructed 
on this plan. In A,I have found the average percentage of 
credit instruments for all places with a population of 1000, of 
2000, and so on, up to those with a population of 10,000. Above 
that number there was not a sufficient number of places to furnish 
averages at intervals of 1000. In B the same plan is carried out, 
showing the average for groups of places of the same population 
at intervals of 5000, up to places of 90,000. C gives similar data 
at longer intervals. The lines of the accompanying chart are 
plotted from these tables. Nos. I and 2 represent the lines of 
percentages of checks. The population groups from whose 
percentages the first is drawn are not large enough to show 
the general course of variation. The line in No. 2 perhaps 
does so; although considerably broken it shows an alternate rise 
and fall at intervals of approximately 15,000. 

In the fifth column of the table are the percentages of increase 
or decrease of total business of each group as compared with 
the one preceding it. The sixth column shows corresponding 
percentages for checks. The last column gives the ratio of the 
figures in the sixth and fifth, and therefore shows the ratio of the 
per cent. of increase of checks to the per cent. of increase of total 
busifiess. Line 3 of the chart is constructed from the figures of 
the last column. The line representing the variation of the per- 
centage of checks follows pretty closely the line of total returns, 
except between places of 65,000 and 80,000, whose number is 
too small to yield an average. For places above 200,000 the 
line representing checks falls slowly away from the straight line 
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TABLE II. 


PER CENT. OF CHECKS USED, BY POPULATION GROUPS OF I000 
EACH, FROM ALL RETURNS, UP TO 10,000. 








Population Per cent. Checks Population Per cent. Checks 





1,000 60.1 6,000 56.6 
2,000 61.7 7,000 54.2 
3,000 "59.5 8,000 54-4 
4,000 53-5 9,000 56.3 
5,000 56.8 10,000 49.6 

















PER CENT. OF CHECKS USED, BY POPULATION GROUPS OF 5000 
EACH, FROM ALL RETURNS. 








Figures from which per cents. 


Population Per cent. wee increase | increase | of checks to 
° Checks of totals, | of checks, thet of totals 

group group atter taken 

Total Returns} Total Checks | p group | to group constant) 


Per cent. | Per cent.| Ratio of per 
of of cent. increase 








1,000- 5,000 | 59.1 | 1,494,159 | 883,134 } — | — — 

5,000-—10,000 55-5 839,950 466,229 —56.2 |—52.8 0.940 
10,000—1 5,000 59.0 732,433 433,145 f —87.2 |—92.9 1.060 
15,000—20,000 60.6 265,598 160,902 —36.2 |—37.1 1.024 
20,000—25,000 62.2 364,481 226,687 137.2 140.9 1.027 
25,000—30,000 52.5 117,290 61,573 —32.1 |—27.1 0.840 
30,000—35,000 52.0 71,746 37,254 —61.1 |—60.4 0.990 
35,000—40,000 47.1 104,870 49,483 146.2 132.7 0.910 
40,000-—45,000 54-7 156,249 85,460 148.9 173-1 1.160 
45,000-—50,000 49.1 61,824 30,358 —39.6 |—35.5 0.890 
50,000—55,000 62.6 78,971 49,454 127.9 162.9 1.270 
55,000-60,000 54.8 105,611 57,866 133-7 117.0 0.870 
60,000-65,000 48.5 36,981 17,937 —35.0 |—30.9 0.880 
65,000—70,000 — —_— —_— — 
70,000-7 5,000 32.3 29,116 9,396 —— aa —— 
75,000-80,000 61.9 86,535 53,542 297.2 569.7 1.920 
80,000-8 5,000 46.1 46,521 21,453 —53.8 |—40.1 0.740 
85,000—90,000 62.2 22,334 13,870 —48.0 |—64.5 1.340 


























C. THE SAME DATA FOR CITIES GROUPED AT LARGER INTERVALS. 





1,000— 10,000 | 55.6 817,574 454,481 |—69.8 |—83.2 1.19 
10,000— 25,000 66.1 571,136 378,242 —48.1 |—53.1 1.10 
25,000— 50,000 53.6 374,797 200,866 103.1 104.8 1.01 
50,000—100,000 53.8 388,727 209,113 —96.2 126.5 1.31 
100,000—200,000 70.9 374,209 265,510 179.2 164.3 0.92 
200,000—500,000 65.3 670,705 436,248 —53.2 |—45.9 0.86 
500,000— 55-9 357,943 200,143 





* 309 places. 
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representing the total returns. This would seem to show that 
after a certain point of development in the use of credit instru- 
ments there is no further relative increase, but rather, possibly, 
a slight decrease. 

The indications, given by the data just discussed, of a law of 
the growth of credit are, of course, exceedingly remote ; so much 
so, indeed, that if we consider them by themselves we cannot be 
sure that they mean anything. There are certain @ priort consid- 
erations, however, which strengthen them. These are considera- 
tions as follows: 

For a given population there is a given amount of division of 
trade which cannot increase much for small additions to the pop- 
ulation. But after population has increased so as to furnish a 
sufficiently large market, a readjustment will take place and 
division of trade will be greater than before. The new amount 
of the division of trade will remain approximately constant until 
the growth of population again furnishes a sufficient market to 
justify another adjustment; and so on. Now, the amount of 
business done on credit in a community depends partly on the 
extent to which the division of trade has been carried. For the 
amount of credit which stores can grant depends in part on their 
capital, and several special stores will have a larger aggregate 
capital than one “general store; and the amount which they 
will grant to each family in the community will not increase in 
proportion as the family enlarges. Hence as population grows 
credit grows also, but at a less rapid rate. Therefore the per- 
centage of credit used, to total business, will show a relative 
decrease until the point is reached where the expansion of popu- 
lation causes a readjustment of the division of labor, or a greater 
differentiation of retail business. Then there will be a sudden 
increase. 

Another reason for the temporary relative decrease in the 
percentage of checks used, while population expands between 
two given points, is the fact that the increase of population in a 
place usually consists more largely of those whose incomes are 
small. These are the people who are less likely to use checks. 
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Still again, as population increases’ and the division of labor 
proceeds, the number of small purchases becomes relatively 
greater, and so the proportion of cash used in payments becomes 
larger. Moreover, single payments being on the average smaller, 
as the population becomes more dense it is easter to pass money 
in payments up to a certain point than to bother with writing 
checks and to undergo the trouble of getting them cashed. The 
line of least resistance in the mode of payment changes. Therefore, 
after a certain density of population, with its corresponding com- 
plexity of business, has been reached the rate of increase in the 
percentage of credit will continue to decrease, or at least will 
remain constant. This conclusion is in line with the indications 
furnished by our statistics. 

An interesting question is the effect of the industrial and 
social character of a community on the extent to which it uses 
credit in retail payments. The data on this point are exceedingly 
unsatisfactory, because too many factors enter into the problem. 
It is probable that the absolute percentage varies with the indus- 
trial and social character of the place, wherever legislation does 
not interfere, but that the relation of the amount of credit used 
to the total business is as described above; that is, the develop- 
ment of the use of checks in retail trade as population grows is 
probably independent of industrial character, although the adso- 
lute percentage largely depends on it. 

If from all these considerations we might venture to formulate 
a law of the growth of credit, it might be put somewhat as follows : 

(1) The percentage of business done on credit does not 
increase steadily as population and amount of business increase, 
but rather progresses by leaps. 

(2) After a certain density of population, or a certain com- 
plexity of business, is attained the raze of increase in the amount 
of credit used in business will decrease. 

(3) When a community has reached the credit stage of eco- 
nomic evolution the relation between the growth of credit and 
that of population as thus formulated will be the same whatever 
its general industrial character. 
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As has been already said, information was sought concerning 
the period of credit throughout the country in retail trade, but 
the returns do not throw any new light on the matter. In Table 
I. the averages are given for the different states. The period 
varies from a few days to six or nine months, and in some cases a 
year, the longer period being in the agricultural districts. Inthe 
twenty-three largest cities of the country the average period varies 
from one and one-tenth to one and four-tenths months, but there 
is no uniformity among retail tradesmen even in the same locality. 

The customary mode of payment of wages, so far as reported, 
is shown in the following table: 























TasceE III. 
No. of | No.of | No.of No.of | No.of | No. of 
places | places | places places | places | places 
STATE | report-| report- | report- STATE report- | report-| report- 
|} in in, in it 1 in, 
| cas checks | bot cas chec s bot 
eee | 9 I 4 New Hampshire .| .. oa “ 
PBs ceccavess | oO 3 I New Jersey...... 19 4 14 
rere 13 5 3 New Mexico..... I 6 I 
en Tree | o 17 3 New York....... 84 12 44 
Connecticut ....... 26 I fe) North Carolina. 7 I 2 
Delaware ......... | 9 I 2 North Dakota.. 5 10 2 
rrr ee ‘i es Tre 60 10 24 
err 9 I 3 Oklahama....... oe ea - 
PE ccecesccnces we “a os GEE c.0:.066:00:6 6 7 
Ee 44 28 19 Pennsylvania....| 71 12 47 
ee 33 9 II Rhode Island.... 8 I ° 
Indian Territory...| .. ee oe South Carolina...| .. os o- 
DR cvheceanneues 35 31 18 South Dakota.... 5 8 5 
PD wccuccceece 20 38 12 Tennessee....... 13 4 7 
MeMORY 0.00006 13 7 3 . | 37 24 29 
Louisiana......... 6 te) ° See I 2 I 
PRT 26 3 10 Vermont 16 ty) 7 
Maryland ......... 18 te) 4 i. ee 10 4 4 
Massachusetts..... . 87 4 4 Washington..... 7 15 4 
PEs. ocsceces II 18 17 West Virginia... 4 3 3 
Minnesota......... 9 13 15 Wisconsin....... 12 14 13 
Mississippi........ 7 I te) Wyoming....... te) 4 ° 
Ee 8 16 5 — —— -— 
PETE Ce 1 7 I i ee 753 383 355 
a errr ree 6 38 7 




















As to the method of payment of wages, the custom varies 
widely in different states. So far as the results show, wages are 
paid more largely by checks in those states whose population 
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may be roughly described as of medium density. The opposite 
is true of the most thickly settled states. The blanks returned, 
so far as answers were made to the question at all, give 753 as 
the number of places in which wages are paid entirely in cash ; 
383 in which it is the custom to pay by check; and 355 in which 
both modes of payment are used. 

An attempt was made to get some data concerning the distri- 
bution of the different kinds of money used in retail trade in 
different parts of the country. This is a matter of great interest 
and importance concerning which full information is very desira- 
ble. The data secured from our investigation, however, are not 
very satisfactory. So far as they go they show that gold is more 
largely used, for example, in California, Colorado, South Dakota, 
Oregon, Minnesota, Missouri, Nebraska, Washington and Wyo- 
ming than in the other states. Silver and silver certificates pre- 
dominate in Alabama, Arkansas, North Carolina, Connecticut, 
Delaware, Florida, Georgia, Kentucky, Maryland, Ohio and 
Texas. Of the metallic money gold is the larger part in Arizona, 
Colorado, California, Idaho, Minnesota, Montana, Nebraska, 
North Dakota, Oregon, South Dakota, Utah, Washington and 


Wyoming. Complete data are given in Table I. 
Davip KINLEY. 
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NOTES. 





MEssrs. MACMILLAN AND COMPANY announce among their spring 
publications a Life of Adam Smith, by John Rae. The recent revival 
of interest in the life and works of Adam Smith, stimulated in part 
by the Economic Club of London, besides having occasioned the 
preparation of a Catalogue of Smith’s library by Mr. Bonar and the 
forthcoming volume by Mr. Rae, is likely to lead, it may be expected, 
to further results. 


AMONG the surprises of economic literature is the fate that has 
overtaken Karl Marx’s theory of surplus-value in the third volume of 
his Xapita/, lately published. Advocates, expositors and critics of the 
Marxian economics have exercised their ingenuity in futile attempts 
to reconcile that theory with obvious facts, while its author has put 
them off with the assurance that the whole mystery would be explained 
and made right in the Third Book of his work. In the mean time 
the Marxian dogma of surplus-value has served the present generation 
of “scientific” socialists as their fundamental “scientific” principle 
and the keynote of their criticism of existing industrial relations, and 
its acceptance (on faith) by the body of socialists, avowed and unavowed, 
has contributed not a little to the viciousness of their attack on the exist- 
ing order of things. And now, after the theory, accepted literally and 
with full naiveté, has done service for a generation as the most redoubted 
engine of the socialist propaganda, the “Third Book” comes along 
and explains with great elaboration, in the course of some 200 pages, 
that the whole of that jaunty structure is to be understood in a Pick- 
wickian sense. It appears now that the need which has been felt for 
some reconciliatioa of this theory of the rate of surplus-value with the 
everyday facts of the rate of profits is due simply to a crude and 
gratuitous misapplication of the Marxian doctrine of surplus-value to 
a question with which it has nothing todo. That theory has none but 
the most remote and intangible relation to any concrete facts. The 
full extent of the relation between “surplus-value” and “profits” is 
this (and even this suffers material qualification in the course of the dis- 
cussion), that the aggregate profits in any industrial community at any 
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given time may also be styled “aggregate surplus-value.” The rate of 
surplus-value bears no tangible relation to the rate of profits. The 
two vary quite independently of one another. Nor does the aggregate 
profits in any concrete case, in any given industry or enterprise, depend 
on or coincide in magnitude with the aggregate surplus-value produced 
in that industry or enterprise. For all useful purposes the entire 
surplus-value theory is virtually avowed to be meaningless lumber. 





THE recent episode of the exhaustion of gold in the treasury 
created great alarm at home and abroad; and it must be confessed 
there was some reason. Had it not been for the prompt action of the 
President, and his assurances for the future, as to procuring gold, we 
should have been already on the silver basis. But the situation is not 
wholly discouraging. It is true that by negative processes the silver 
party could bring us to a silver standard; it is unnecessary to pass a 
free-coinage measure to bring in the cheaper metal, if it can be made 
impossible, without legislation, for the treasury to maintain payments 
in gold. The present parity between the two metals would instantly 
disappear when only silver was obtainable from the treasury. Inas- 
much as gold is no longer supplied to the government—and has not 
been since 1890, with short exceptions—by the usual processes of pay- 
ment for customs duties, it must be provided in other ways. In no 
other way could it be obtained than by borrowing. 

It is to be understood, however, that the treasury was not deficient 
in funds of all kinds when its gold ran down to $42,000,000, for its 
available balance was $100,000,000 more than that. It was not in the 
main a question of the amount of the balance, but a question of the 
composition of that balance. If creditors of the United States were 
to have a choice between receiving gold and silver, gold must be kept 
on hand to meet the possible demand. The strategy of the silver 
party, therefore, was to encourage the movements tending to deplete 
the gold, and to prevent, if possible, any action to obtain new supplies 
of gold. 





Tue effect on the gold reserve of the deficit in the revenues was 
indirect. When expenditures were greater than income, so long as 
expenditures necessarily meant payment in gold, and so long as the 
supply of gold did not, as formerly, come by income, the situation was 
aggravated. And just so long as the treasury determined to give gold 
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to any comer who asked it—that is, maintain the parity of the two 
metals —it followed that that part of the balance which was not com- 
posed of gold was, to all intents and purposes, practically useless. Had 
the treasury forced on the public its non-gold balance, that moment 
the end would have come. Consequently, for all payments the only 
available balance was the gold balance, and the excess of expenditures 
made a greater demand on a lessening fund. 


. 





MorREOVER, the contention that by issuing bonds for gold the gov- 
ernment was borrowing to fill up its deficit would apply equally well 
to the reissue of “‘greenbacks” for which gold had once been paid 
out. When a note was. redeemed, one form of the government’s 
promise to pay was paid off, and should have been canceled. But 
when such a note was again reissued, it was just as distinctly an act of 
borrowing as when a bond was issued. Only in this case of borrow- 
ing gold was not usually obtained. ‘The peculiarity of the reissue of 
“‘greenbacks” lies in the fact of putting out an obligation of the gov- 
ernment for whose redemption gold can be asked on demand on the 
refusal of which the country’s credit was staked. Such would not be 
the case when the treasury was able to work off “current funds” —z. ¢., 
the non-gold part of the balance—in payment of its expenses. By 
the reissue of greenbacks the victim at the target virtually picks up 
the arrow shot at him and hands it back to the archer with the request 
that it be aimed at him again. 





OBSERVERS of contemporary politics have frequently had their atten- 
tion drawn to the anomalous character of the legislation of the Australian 
colonies. Whatever conservative influences may have determined the 
course of English legislation at home, in the colonies the radical ele- 
ment of modern industrial democracy has had comparatively free swing. 
Within the past few years the pressure of financial embarrassment has 
caused the spirit of discontent to take the form of demands for fiscal 
reform. New Zealand led the way by the passage of The Land and 
Income Assessment Act in 1891. Since then the remaining colonies have 
one after another been falling into line, until today Australia is fairly 
threatened with an inundation of changes, many of them quite sub- 
versive in character, in the methods of taxation. New taxation proj- 
ects are at present pending before the parliaments of Victoria, Tas- 
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mania, New South Wales and South Australia. These projects embody 
the ideas of the most radical school of modern financial theorists, 
besides bearing evidence of a strong infusion of Henry Georgism. 
Characteristic features of the new reforms are: the adoption of pro- 
gressive rates with reference to both income and property; the dis- 
crimination, in the treatment of income, between that which is the result 
of personal exertion and that which is derived from property; the exemp- 
tion of improvements from taxation, or the taxation of the unimproved 
value of land; the treatment of the mortgage as a proprietary interest 
in the land; and, lastly, the heavy discrimination against absentee 
owners. The animus of these proposals is unmistakable; they are, 
for the most part, simply an echo of the dominant note of agrarian 
discontent. And in the methods adopted there is a strange mixing 
of distinct and incompatible purposes which is likely to give rise to 
unexpected consequences and new difficulties. 

We reprint here for the benefit of our readers, from the London 
Economist of January 12, 1895, a copy of a resolution introduced by 
the Government in Victoria, November 7, 1894. The reforms here 
proposed are typical of the whole class of recent taxation projects in 
Australasia. 


There shall in every year be charged, levied and collected by, and paid 
to, and for the use of Her Majesty, her heirs and successors, the several 


taxes hereinafter specified, that is to say :— 


A. 
Tax on the Unimproved Value of Land. 


For every pound sterling of the unimproved value of land a tax of 1d. 

Where the unimproved value of any person’s land does not exceed £1000 
such unimproved value shall, as regards the owner, only be liable to a deduc- 
tion of £100. Only one deduction to be made in respect of one owner. 

NotEs.— If any land subject to the tax is mortgaged, then the owner and 
the mortgagee thereof shall respectively be liable to pay such tax in propor- 
tion to the value of their several interests in such land. The mortgagee’s 
interest is determined by the proportion which the amount secured by the 
mortgage bears to the total actual value of the land, that is, including improve- 
ments. 

If any land is not mortgaged, then the owner is to pay the whcle amount 
of the tax. 

B. 
Tax on Land of Absentees. 

In the case of any owner of land who has been an absentee from Austral- 
asia for a period of three years or over that period prior to the 31st Decem- 
ber in any year the rate of taxation shall be increased by 20 per cent. in each 
case where it is applicable. 
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C. 
Tax on Income from Personal Exertion. 

On all incomes over £200 derived from personal exertion, a tax — 

At the rate of 3d for every £1 sterling of the taxable amount thereof up 
to £1200; and 

At the rate of 44d for every £1 sterling of the taxable amount thereof 
over £1200 and up to £2200; and 

At the rate of 6d for every £1 sterling of the taxable amount thereof over 
£2200. 

D. 
Tax on Income the Produce of Property. 

On all incomes over £200 the produce of property, a tax — 

At the rate of 6d for every £1 sterling of the taxable amount thereof up 
to £1200; and 

At the rate of od for every £1 sterling of the taxable amount thereof over 
£1200 and up to £2200; and 

At the rate of 1s for every £: sterling of the taxable amount thereof over 
£2200. 

Where a person is liable to pay tax on income from personal exertion and 
also from property he shall be entitled to one deduction only up to £200 as 
aforesaid. 

NotTes.—This tax is not payable by any owner of land in respect of 
income from the land if he is otherwise charged in respect of such land 
under these resolutions. 

A mortgagee is chargeable with this tax, but will receive credit for what- 
ever land tax he pays as mortgagee in respect of the unimproved value of 


the land. 
All these taxes to be subject to exemptions to be set out in Bill. 





BELGIAN MONETARY LEGISLATION. 


THE reason for the continued existence of the monetary league 
known as the Latin Union is not generally understood. Among the 
countries composing the Union it is an undisguised fact that the diffi- 
culties which would result from a dissolution of it are the only valid 
reasons for a perpetuation of the connection. This is due to the fact that 
by the treaty of 1885, which is still in full force, the redemption by every 
country of its own.coin was made a fundamental prerequisite to separa- 
tion from the Union.’ Although these difficulties would be present 
in a greater or less degree to all the countries included in the Union 
except France, they would be particularly great in the case of Belgium. 
Belgium is in many respects subject to peculiar conditions. The key 
to an understanding of these is furnished by her monetary history 

*Cf. Conférence Monétaire entre la Belgique, la France, l’Italie, la Suisse, et la 
Gréce, Procés-Verbaux, 1885, for treaty and arrangements. 
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prior to 1865, the year in which she was led to suggest the formation 
of the Latin Union. 

The political independence acquired by Belgium in 1831, at the 
time of her separation from Holland, was not complete without a cor- 
responding change in her monetary system. For years her industrial 
relations with France had been of the most intimate nature and it was 
not her policy to render the relationship less cordial. It was thus 
natural that when Belgium abolished the old Dutch coinage in 1832, 
she should adopt in its place that of France as being the one likely 
to be most efficient. By the law of 1832 Belgium became, from a 
monetary point of view, a “satellite of France.”* By that law she 
adopted in its entirety the monetary system of France* and even went 
so far as to give to the French gold pieces of 20 and 40 francs and to 
the French silver five-franc pieces the quality of legal tender in Bel- 
gium. The essential stipulations of the law were briefly these: 

(1) Five grams of silver nine-tenths fine constituted the monetary 
unit which was called the franc. 

(2) The subsidiary coins, also nine-tenths fine, were to be the same 
as those of France. 

(3) The national gold coin was to be the 20-franc piece and one 
kilogram of gold was to be coined into 155 of these pieces. 

These provisions were precisely those of the French law of 1803. 
Whether that law was bimetallic in its character or not, there resulted 
from its operation to 1847 in Belgium, as in France, an exclusively silver 
circulation.* During the years 1832-1847, it operated uninterruptedly 


* Report United States Monetary Commission, 1876, p. 144. 

2 Journal des Economistes, 1859, vol. ii. part 2, p. 107. 

3 Belgium,” said M. Horn (Journal des Economistes, 1859, vol. ii. part 2, p. 107), 
“had for fifteen years allowed the clause of the monetary law of 1832 which author- 
ized the emission of gold coins of 20 and 40 francs, to be a dead letter; silver alone 
performed the function of money. The law of 1832 had indeed given a legal circula- 
tion to the French gold coin, but the premium which at that time existed on this coin, 
because its market value exceeded its mint value (154 X its weight in silver) prevented 
it from circulating in Belgium, as it was prevented from circulating even in France.” 

At the official Conférence Belge instituée pour 1’ Examen de la Question Monétaire 
(Documents Relatifs a4 la Question Monétaire recueillis par M. J. MALOU, Bruxelles, 
1874, p. 263), M. Malou, detailing the monetary history of Belgium, said: “It has on 
various occasions been proved that the law of Germinal an. XI established in reality the 
single silver standard.” M. Pirmez, speaking on the same subject said: “In fact the 
double standard never exists; it is replaced by the alternating standard since people 
always pay in silver when gold is at a premium and in gold when silver is dear.” 
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in Belgium, and under it 25.4 millions of francs in silver were coined, 
but not a single gold piece.* It only remains to say that the Dutch 
10-florin gold pieces had, during these fifteen years, continued to have 
a legal-tender quality in Belgium, by weight, at the equivalence of 21 
francs 16 centimes in silver, and we have a complete view of the legal- 
tender currency of Belgium from 1832-1847. To recapitulate, the 
various legal standard coins were these : 

(1) Belgian silver coins. 

(2) Belgian gold pieces of 20 and 40 francs. 

(3) Dutch gold 1o-florin pieces. 

(4) French gold pieces of 20 and 40 francs. 

(5) French silver five-franc pieces. 
Of these categories the second, as we have seen, never actually existed. 
The scantiness of the Belgian exports and imports of gold leads us to 
the belief that Dutch and French gold had a very limited circulation 
in Belgium, while the inadequacy of the silver coinage (25.4 m) 
together with the comparatively large import figures for silver seem to 
justify us in the opinion that French silver had an extended circulation 
there. 

A new monetary era opened for Belgium in 1847. The scarcity 
of money, or the patriotic desire for a national gold coinage, or a 
belief that an element of gold in the currency would be of advantage 
to business (if combined with the silver currency) led the Belgian 
Chambers to adopt a succession of measures looking to the introduc- 
tion of gold. The legislation seems to have been of a very haphazard 
character. The law of March 31, 1847, provided for a national legal- 
tender gold coinage of 10 and 25-franc pieces. It was ordered that 
the 25-franc piece nine-tenths fine should weigh 7.91556 grams. This 
was equivalent to a new mint ratio of 1: 15.83 and was, therefore, a 
rather striking departure from the old “bimetallic” ratio of 1: 15.5. 
The gold coinage, however, was limited to 20 millions of francs, and 
the minting of the 20-franc piece at the old ratio was not prohibited. 
Under this law there were coined, during the three years succeeding 
its passage, 14.6 million francs in gold, while the coinage of silver 
under the law of 1832 during the same years aggregated 80.6 millions. 
On March 4, 1848, Belgium attempted to-impose the legal-tender 


* Documents Relatifs a la Question Monétaire recueillis par M. J. MALOU, Brux- 
elles, 1874, pp. 50-51; also, Bulletin de Statisque et de Législation Comparée, 1878, 


vol. i. p. 324. 
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quality on the English sovereign, giving to it a legal equivalence of 25 
francs 50 centimes when its market value was but 25 francs 22.5 cen- 
times, a premium of about 1.1 per cent. As the English sovereign 
weighed 7.981 grams and had a fineness of 916 thousandths, the law 
of March 4th practically established a third ratio of 1: 15.69666. Under 
this law Belgium seems to have imported English sovereigns to the 
value of about 30 million francs. Such were the methods of Belgium’s 
attempt to secure a gold currency. 

It will now be necessary to go back a year and consider the course 
of extra-legal monetary events. We have already noted that Dutch 
10-florin and French 20 and 4o-franc pieces were legal tender in Bel- 
gium, but had had only a very limited circulation up to 1847. In 
that year two events occurred which led to a change in this respect. 
November 26th Holland demonetized gold, and the 10-florin pieces 
which were liberated in considerable amounts flowed into Belgium. 
In that year France likewise was just beginning to feel the effects of 
the increased production of Russian gold which had begun about 
1840. France coined an increased quantity of gold which took the 
place of a corresponding amount of silver. As Belgium gave the legal- 
tender quality to the French 20 and 4o-franc pieces, she was supplied 
with some of the new French gold coin about the same time that gold 
was being so largely imported from [lolland, thus obtaining a supply 
of gold from two distinct sources. 

In 1849, then, the gold monetary system of Belgium included the 
following different components: 

(1) The French 20 and 40-franc pieces representing the old ratio 

of 1: 15.5. 

(2) The English sovereign representing the ratio of 1: 15.83. 

(3) The Dutch 1o-florin piece admitted at the equivalence of 21 

francs 16 centimes. 

(4) The native Belgian 10 and 25-franc pieces representing the 

ratio of 1:15.69666. 

Belgium, however, had hardly taken these measures to secure a 
gold coinage when the Chambers became frightened, either at the 
large amounts of gold which were entering the country, or at the fact 
that French gold pieces which had always stood at a premium of 1.2 or 
1.5 per cent. prior to 1848, lost about 2 per cent. of their original value 
in 1850. September 28, 1849, the Chambers passed a law whereby the 
English sovereign was deprived of its legal-tender quality. The 
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sovereigns seem to have been redeemed by the government at their 
face value; at all events an amount of them equal in value to 18.2 mil- 
lions of francs were withdrawn “through the agency of the public 
treasury.”* The direful predictions concerning the future in store for 
gold as a money metal, which had all along been made by the econ- 
omists were now renewed, and the Chambers, yielding to their own 
fears as well as to popular opinion, passed a law, June 4, 1850, whereby 
the Dutch 10-florin gold pieces were also deprived of their legal-tender 
quality. The government, however, continued for eight days to receive 
them in payment of taxes at the rate of 20 francs go centimes. As 
their former equivalence had been 21 francs 22.5 centimes in the 
market and 21 francs 50 centimes as a legal tender in payment of 
debts, it is easily seen that the rate at which the government received 
them was low enough to render an importation of these coins for pay- 
ment to the government unprofitable. The rate at which the govern- 
ment continued to receive them was in fact pretty nearly equal to their 
market value at the lowered ratio of gold to silver. On December 
28, 1850, French gold was in the same way deprived of its legal-tender 
quality by the Belgian law of that date.* At the same time silver was 
recognized as the sole standard, “the Chambers voted the complete 
suppression of the gold currency,”* and the coinage of gold com- 
pletely ceased. The last measure of the series was the royal decree of 
1854 which demonetized the gold coins struck under the law of March 
31, 1847, and about 12 millions of francs of these coins seem to have 
been received by the treasury in payment of taxes. This left only 
about 2.6 millions still presumably in circulation. 

This ended the second period of Belgium’s monetary history subse- 
quent to 1832. The series of measures passed by the Chambers seemed 
to many entirely wise. Certainly it coincided with the trend of events. 
In 1850 Switzerland, Naples, Spain, India, and other states also pursued 
the policy of demonetization of gold. Nevertheless, the policy did not 
result in securing for Belgium monetary peace. 

The third period of Belgium’s monetary history opened in 1851. 
She was now on the silver basis. French silver five-franc pieces were 
still legal tender in Belgium, while the Belgian gold coins had ceased 
to be struck, and those gold coins still in circulation were soon to be 

* Documents Relatifs a la Question Monétaire recueillis par M. J. MALOU, pp. 262-3. 

* Journal des Economistes, 1859, vol. ii. part 2, pp. 107 ef seg. 

3 Report United States Monetary Commission, 1876, pp. 145 et seg. 





NOTES. 227 


retired (see above). In order to understand the events of the decade 
1850-60 in Belgium it is necessary to recollect clearly the nature and 
condition of the stocks of money on hand in both France and Belgium. 
Belgium had coined between 1832 and 1853 about 160 million francs 
in silver and about 14.6 million francs in gold.* It is likely that this 
stock of silver remained almost all in existence as coin in 1853 although 
some of it had crossed the frontier into France and a much larger 
amount of French silver had, in the course of trade, been brought into 
Belgium.*? The Belgium stock of silver was not much worn and was, in 
general, in excellent condition. France, like Belgium, still had a circu- 
lation largely composed of silver, but unlike the latter this circulation 
contained an element of much-worn and abraded coin. . France’s best 
coin circulated in the provinces, where it did not undergo much wear ; 
while the circulation of Paris, on the contrary, contained the oldest 
and poorest coin in the country. It is only necessary to recall that the 
Belgian coin was struck under the same conditions of weight and 
fineness as the French, so that the face values of the two were pre- 
cisely equivalent, and we can completely understand subsequent events. 
The problem now about to be solved was this: Was it possible for 
Belgium to maintain a single silver standard beside the French nomi- 
nally double, but really single gold standard? 

The course of events in France is familiar. The process of dis- 
placing silver with gold had begun, to some extent, in 1847, and even 
so early as that it had had an obscure influence on Belgium. We have 
already noted that between 1832 and 1848 the Belgian silver coinage 
had amounted to 25.6 millions, that there had been no gold coinage, 
and that between 1847 and 1850 the coinage of silver had leaped to 
80.6 millions, or more than three times its amount for the preceding 
fifteen .years, although the period from 1847-50 was the time when 
Belgium was making strenuous and measurably successful efforts to 
secure a gold currency. In 1847, when the Russian gold began to 
influence French coinage the silver coinage in France was reduced in 
volume. Belgium could no longer rely on French silver coin for her 
circulation, and was forced to resort to her own mint. Hence the 
increase in Belgian silver coinage subsequent to 1847. An abundant 
silver coinage continued to be minted up to 1854. By that time the 
value of gold had sunk sufficiently low to render a further coinage of 

* Bulletin de Statistique et de Legislation Comparée, 1878, vol. i. p. 324. 


* Documents Relatifs a la Question Monétaire recueillis par M. J. MALOU, pp. 176, 
177. 
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silver unprofitable in Belgium, and it therefore practically ceased. 
Silver, however, must be had for necessary payments and for the daily 
use of a population not so wealthy as the French. The reason why 
the silver coinage ceased after 1853 was this: French silver five-franc 
pieces could be bought in France for gold, shipped to Belgium, and used 
for the needs of business at a lower cost than that at which the Belgian 
five-franc pieces could be struck. Owing to this simple commercial fact 
there was practically no silver coinage in Belgium from 1854-65, only 
about 263,000 francs being minted (and that in small fractional coin). 
But the process did not cease with merely supplying Belgium’s needs 
for silver at a lower cost than that at which she could herself supply 
them through her mint. This was only the beginning of the move- 
ment of silver from France into Belgium. France’s silver circulation 
was being collected, melted, and exported by the speculators. In this 
operation the newer and less worn coins naturally were the first to dis- 
appear. As they became scarce, recourse was had to Belgium whither 
many of the French coins had been drawn and where the native 
circulation was not much worn. French gold was no longer legal 
tender in Belgium. But as much of the French silver coin had 
lost fully 8 per cent. of its value by wear, it was a very profitable 
operation to export this light-weight coin to Belgium, where it was still 
legal tender, exchange it for heavy Belgian coin, melt the latter, and 
re-export it to Holland and Germany, the two principal countries of 
the single silver standard. In this way the better part of the silver 
circulation of Belgium was gradually exchanged for the abraded French 
coin. In 1850 the import of gold and silver into Belgium from France 
had been but six millions of francs. In 1851 this figure rose to 20.1 
millions, and in 1854 to 52 millions; while in 1859 the imports of 
silver alone were 76.3 and those of gold 2.3 millions.* Although the 
import of gold from France was nearly always largely in excess of the 
export, yet the import of silver was so far in excess of the import 
of gold that it is evident that not gold primarily but the old worn 
silver coinage of France was driving out the Belgian silver. As the 
operation went on and gold fell still somewhat lower, the very worst of 
the French silver was gradually drawn into Belgium. By 1859 the cur- 
rency of Belgium was in a bad condition, and two commissions, estab- 
lished to investigate the monetary problem, reported that the loss from 

* Documents Relatifs ala Question Monétaire recueillis par M. J. MALOU; pp. 176, 
177. 
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wear on the French silver coin varied from 3 fr. 77 c. to’8 fr. 40 c. per 
1000 francs, and in some cases was even more serious. In 185@ it 
was estimated that the silver circulation of Belgium, consisting almost 
entirely of much-worn pieces, was composed of 70 per cent. French 
and 30 per cent. Belgian coin. 

Belgium, however, had yet to experience greater difficulties than 
ever before. Owing to the increasing premium on silver, even the 
abraded coins began to disappear and the lack of an adequate cur- 
rency was severely felt. To meet this emergency French gold, which 
had already been coming in in considerable amounts, was imported in 
increased quantities. Although this gold was of assistance as a medium 
of exchange it nevertheless occasioned two kinds of annoyance to the 
people : 

(x) It was not a legal tender and had no debt-paying power. 

(2) Its market value was not equivalent to the face value of the 
silver currency at the existing ratio of gold to silver. 

The first of these circumstances was a great impediment to business. 
The second was especially annoying to the ignorant population. 
Accustomed to consider four silver five-franc pieces equivalent in value 
to a gold 20-franc piece, they were easily induced to make the 
exchange, finding gold more convenient to carry or hoard ; but they 
were then enraged to find their gold subjected to a heavy discount by 
the “arbitragists.”” The total circulation of Belgium was now about 87 
per cent. French and 13 per cent. Belgian coin (compare composition 
of silver circulation as given above). A fluctuation in the ratio of gold 
to silver drew back into France in 1860 some of the French gold coin 
then circulating in Belgium. This brought about a return of the 
former lack of currency and in response to popular demand the 
Chambers, against the will of the finance minister, passed a law, June 
4, 1861, by which the legal-tender quality was once more bestowed 
upon French gold pieces and decreed the coinage of gold conform- 
ably to the French system." The hope was that this would put an end 

*The excitement over the measure was quite intense. M. Frére-Orban, the 
finance minister, resigned his position. The scientific exponents of monetary policy 
apparently had little faith in the proposed law. They were divided into two parties, 
one favoring the gold standard and the other bimetallism. The ideas of the gold party 
were thus expressed by M. Nothomb in the Belgian House of Representatives, March 
1, 1861: “ For us the future has another solution, namely, that which Switzerland has 
adopted —the adoption of foreign moneys at their nominal value with a subsidiary 
coinage eight-tenths fine. For the moment that is my monetary ideal ; I foresee in it 
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to the operations of the money speculators and provide a permanent 
place for French gold in the Belgian monetary system. 

The law did, perhaps, have a tendency to check monetary specula- 
tion within Belgium but this was effected at a heavy cost, for the new 
quasi-bimetallism at once subjected Belgium to an alternating standard 
of value. Gold was not destined to fall much lower, and the abraded 
silver coins were so reduced in value that they were not likely to dis- 
appear by a steady process of exportation. Temporary fluctuations 
therefore were the principal reliance of the speculator. The alternat- 
ing standard manifested itself (1) in the disturbance of general bank- 
ing interests, (2) in the progressive deterioration of the currency and 
(3) in the losses thereby entailed upon business men. The main 
injury to the banking interests was the heavy strain to which the 
reserves of the Bangue Nationale were subjected. It is quite possible 
that the geographical position of Belgium had an influence in intensify- 
ing the injurious action of an alternating standard.* Surrounded as 
she was by countries some of which had a single gold and some a single 
silver standard, while the actual currencies frequently corresponded 
to neither, Belgium was in a position to feel the disastrous consequences 
of her alternating standard most keenly.’ 

Whenever a speculator found that the price of gold and silver was 


such that he could make a profit by shipping either metal to, or with- 
drawing it from, any of these countries of differing standards he made 
the bank of Belgium the basis of operations, thus depleting its reserves 
or causing a plethora of coin as the case might be, as well as setting 
on foot a tendency to scarcity or redundancy of the circulating medium. 


monetary unity between France, Switzerland, Belgium, and probably Italy herself.” 
(Journal des Economistes, 1886, vol. i. p. 285.) Had this suggestion been acted upon 
the Belgian delegate, M. Pirmez, would have had no occasion to exclaim (Conf. Mon. 
entre la Belgique, la France, etc., Procts-Verbaux, 1885, p. 104), that his country was 
the victim of the Latin union. 

* “ Belgium,” remarked M. Kreglinger, in a speech delivered at the opening session 
of the first convention of the Latin Union, “being placed between France where gold 
has become in fact the real monetary standard, England where gold is in law and fact 
the sole standard, Holland where silver is in law and fact also the sole monetary metal, 
and Germany where silver is the sole legal standard, but where gold nevertheless 
obtains a very important effective circulation, is naturally called to serve as ground of 
union between these different countries for their monetary transactions.” Conférence 
Monétaire entre la Belgique, la France, etc., Procés-Verbaux; Séance 1, 1865, pp. 21-22. 

* Conférence Monétaire entre la France, la Belgique, [ Italie et la Suisse; Séance 1, 
1865. 
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In 1861 the gold reserve of the Bangue Nationale sank suddenly from 
22 to 7 millions and the silver reserve rose as sharply from 11.5 to 17 
millions, while the rate of discount fluctuated from 4.6 to 3 per cent. 
In December, 1862, the gold reserve was 17, in the following February 
it had sunk to nine, and in the April succeeding it was five millions, 
while during the same time the reserve of silver five-franc pieces had 
risen but one million, and about the same time the bank was forced 
temporarily to cease payment in silver five-franc pieces,’ for a sudden 
contrary movement reduced the reserve of silver five-franc pieces first 
to five and then to two millions, and the rate of discount fluctuated 
between 3 and 6 per cent., which were the extreme limits.* In 1865 
the rate of discount rose from 4 to 5.8 per cent., following a correspond- 
ing novement in the reserve. During all this period the normal rate 
was from 2.5 to 3 per cent., so that the inconveniences undergone by 
the business public may readily be appreciated. Thus the reserves 
of the bank were now depleted on the gold and now on the silver 
side and sometimes on both. This was rendered even worse by the 
method of restoring the reserve. A delay was usually unavoidable, 
and this was protracted as long as possible, until the rate of exchange 
was reversed, when it was profitable to send back the coin just with- 
drawn. 

The monetary system of Belgium also subjected merchants to con- 
siderable losses in another way. If it was necessary to pay a debt in a 
neighboring country of the silver standard, as Holland, for instance, 
the Belgian debtor found himself obliged to pay in silver 2 sum suf- 
ficent to cover the loss on the worn coin in addition to the amount of 
the debt. On the other hand he was at any time likely to be paid in 
much worn silver from which the less abraded pieces had been care- 
fully sorted. This double loss must likewise be incurred in sending 
gold abroad to pay debts in states where the gold standard prevailed. 
In this state of things an additional circumstance began to have a 
deranging effect. The heavy demand for silver for export to the East 
during the two years just prior to 1865 bade fair finally to deprive 
Belgium of what silver she had left. 

With these experiences behind her Belgium suggested to France in 
1865 the formation of the Latin Union, and in accordance with the 


* English Report on Depreciation of Silver, 1876, Appendix, pp. 102-106. 
* Conférence Monétaire entre la Belgique, la France, etc., Procés-Verbaux, 
Séance 1, 1865, and Documents Relatifs a la Question Monétaire, pp. 206 et seg. 
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suggestion France called the first convention of the Union. Belgium 
made three demands : 

(1) A monetary system based on a single standard. 

(2) A maximum of tolerance for the loss coming from wear, 
with the stipulation that every piece inferior to this maximum 
shall cease to have any character of legal money. 

(3) A five-franc piece reduced to the fineness of 835 and thus placed 
on the same footing as fractional money. 

In view of the study we have just made of antecedent circumstances 
these demands are not hard to understand. No comment on them is 
necessary. The text of the treaty of 1865 furnishes the data by which 
to judge of their success." 

H. PaRKER WILLIs. 

*Vide LAUGHLIN, History of Bimetallism in the United States, Appendix, p. 245, 
for text of treaty. 
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The Sphere of the State, or the People as a Body Politic. By FRANK 
SARGENT HorrMan. New York: G. P. Putnam’s Sons. 


HE who would reason about man and organic society is limited to 
a few fundamental ideas. There is God, and nature apart from man. 
Then there is man, viewed as a part of nature, or man in his natural 
relations. Finally, there are the agencies of government which, in 
part at least, seem to be subject to the will of man. The famous 
social compact theory of government brought into play all of these 
fundamental ideas, and since the promulgation of the various forms of 
that theory it is difficult for any one to philosophize upon the subject 
without falling into similar lines of reasoning. Hobbes found men in 
a state of nature related to each other as wolves, and to escape from 
this desperate condition it was to their interest to compound for an 
absolute despotism. In the view of the more kindly Locke the rela- 
tions of men in a state of nature were not uncomfortable. Men could 
not afford to come out of such a state into a state of civil government 
unless that government could offer a positive good. Rousseau held a 
still more kindly view of the state of nature. Mr. Hoffman, in com- 
mon with modern writers generally, repudiates the social-compact 
theory of the origin of the state, while at the same time he affirms 
the correctness of the theory as applied to the government. He says: 
“The government is a necessity as truly as the state, but people in 
their organic capacity as a state ought to determine by social compact 
not only who are to be their governors, but also the mode of their 
selection and the sphere of their activities.” Mr. Locke saw something 
of an organic consistency in what he called a state of nature. Mr. 
Hoffman has no use for the phrase “ state of nature,” but to his mind 
the word state expresses an organic self-conscious brotherhood in 
which repose all power and all responsibility for the well-being of the 
race. Governments are creatures of the state. They are at all times 
subject to the state. The state has for its object the perfecting of the 
race. It is bound to do everything which makes for thisend. “A 
law is a requirement of the state, while a statute is a decree of the 
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government. The former can never be wrong.” That which the 
brotherhood of man requires is right. 

The book, however, is only incidentally a treatise on the theory of 
government. It is made up of fourteen lectures delivered to Seniors 
in Union College. In these lectures Mr. Hoffman is teaching what he 
thinks the people of the United States ought to do here and now on 
such topics as property rights, corporations, education, treatment of 
criminals, care of the poor, and the government of cities. And he 
does not leave the impression that he expects the people to act through 
a mystical brotherhood, but through their present governmental agents 
or such others as they may call into use. The chief business of the 
state is not to protect life and property. Its chief business is that of 
education. The state has to attend to police duty largely because it 
has failed in its chief function. Education is so essential to the main 
purpose of the state that no part of it can be left outside of state super- 
vision. It may become the duty of the state to take charge of all 
private schools, and all endowments for educational purposes. The 
state is especially interested in religious education, and it cannot prop- 
erly omit from its schools the teaching of religion. Mr. Hoffman 
allows no competitor to stand in the way of the state. There are no 
property rights, no natural rights of any sort that can be pleaded 
against the duties of the state. In the later chapters, however, he 
shows that in the family and in the church are found co-ordinate institu- 
tions which even the state is bound to respect. Progress is recognized 
as the law of the state. Because a certain policy was required at one 
time it does not follow that it should be perpetuated. The book is to 
be commended for its boldness and clearness of utterance on a wide 


range of urgent practical questions. 
JEssE Macy. 





Ethics of Citizenship. By Joun Maccunn, M.A. New York: 
Macmillan & Co., 1894. 8vo. pp. x + 223. 


THE object of the book, as stated in the preface, “is to connect 
some leading aspects of democratic citizenship with ethical facts and 
beliefs ;” #. ¢., it does not attempt to contribute to knowledge of 
ultimate ethical principles, but it assumes the principles and is virtu- 
ally an exhortation to conform to them. Those of us who believe that 
the present duty of ethical philosophers is to get sufficiently acquainted 
with the structure and functions of society to find out whether assumed 
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ethical principles correspond with immanent moral economy will 
hardly welcome another book of this type. 

One chapter excepted, the volume will seem to intelligent American 
readers an impertinence and an anachronism. It would have been 
good reading for members of Parliament before the passage of the first 
reform bill, or even the third, but we had supposed that by this time 
the need of platitudinous commonplace about democracy was past, even 
in Great Britain. Each generation of youth must, of course, be 
indoctrinated with the truisms that earlier generations have approved. 
The argument on the “equality of man,” designed to “ justify the 
bestowal upon the citizen of civil and political rights,” is accordingly 
well adapted to the purpose of translating to beginners the elements of 
democratic conceptions. Allowing for this pedagogical service, the 
“justification” contained in the chapter still needs self-justification. 
It certainly adds nothing to old sanctions, nor does it offer anything 
to allay recent forms of mistrust of traditional concessions. 

In the second chapter, on “ Fraternity,” the author is much better 
than his promise. If a similar method had been followed throughout, 
the criticism would have been worth the notice of the maturest thinkers. 
The fact of fraternity is exhibited as independent of and antecedent to 
theories or artificial organizations of fraternity; and the chapter 
presents clearly, though with too little detail for forcible impression, 
the organic basis of social coherence. 

The chapter on the “Rights of Man” so strongly emphasizes the 
doctrine which it derives from Bentham, viz., “‘ he has none,” and the vir- 
tual corroboration of the doctrine which it finds in Malthus, that call- 
ing Robert Burns to the rescue does not afford the reader recourse 
against the skepticism which the argument has aroused. The discus- 
sion of “Citizenship” confirms the impression that in the writer’s view 
“rights” never antedate laws. The exposition of the ends of life, to 
which civil and political “rights” should be made the means, is there- 
fore out of true, although it is on a high plane of thought; and as a 
reply to Socialism, which it assumes to be, it is as grotesque as the 
famous settlement of the starvation problem: “Why! rather than 
starve I would eat brown bread and mutton!” 

On the “Rule of the Majority,” the “Tyranny of the Majority,” 
“Democracy and Character,” and “Some Economic and Moral 
Aspects of Luxury,” various excellent sentiments are formulated to 
reconcile youth of aristocratic prejudice to the inevitable sharing of 
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social opportunity by the “lower classes,” and to temper the asceticism 
to which they might devote themselves under the influence of too 
importunate altruism. To this extent only does the book bear evi- 
dence that the author has come into close contact with the most virile 
thought of contemporary men, outside the bookish class. It does not 
appear that he has reached the gist of the most radical questions to 
which men will have answers before the kind of thought which the 
book contains can be other than sounding brass to the world’s workers. 
ALBION W. SMALL. 


American Charities, A Study in Philanthropy and Economics. By 
Amos G. Warner, Ph.D. New York: T. Y. Crowell and 


Co., 1894. 8vo. pp. 430. 


PROFESSOR WARNER has given us a description of the social treat- 
ment of dependents and defectives in the United States. For this task 
he was amply equipped by his training in Johns Hopkins University 
and by his experience in Baltimore and Washington as manager of 
charitable work. Such special experience gives the author’s valuation 
of contemporary methods unusual weight and raises his judgments above 
the range of mere private opinions. Part I. is a sketch of the past 
relations of economics with philanthropy, the causes of poverty, the 
personal and social causes of individual degeneration, and charity asa 
factor in human selection. The chapters on causes furnish valuable 
statistical material collected from many voluntary and public sources. 
The inquiries of Charles Booth are used for purposes of comparison 
with American conditions. It is deplorable that American statistics, 
especially in respect to outdoor relief, are so very imperfect and 
fragmentary. 

‘The very arrangement of the chapters in Part II. is suggestive, and 
it follows the general order of differentiation and specialization of 
charities in this country. The almshouse or poorhouse may be taken 
as the fundamental institution of public care of the poor. The primi- 
tive farming out of paupers to the lowest bidder has been gradually 
displaced by the county or township almshouse, at first a common 
receptacle of all sorts of dependents and defectives. Outdoor relief 
has accompanied this indoor method of state charity. With the growth 
of population, the increase of travel, and the vicissitudes of manufac- 
turing life, a class of homeless dependents comes into existence, a 
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class composed of many different elements. With the growth of cities, 
where neighborhood bonds are weak and parental responsibility is at a 
minimum, society iscompelled to assume the guardianship of many neg- 
lected, forsaken and defective children. The almshouse becomes 
actually more unfit for these children and public sentiment is less 
willing to tolerate the mingling of the innocent with the old 
offenders and imbeciles. The progress of medical science and the 
growth of the finer sympathies makes possible and certain the separate 
care of the insane. Still later, and from the same causes, the feeble- 
minded children are afforded specialized institutional treatment. Dif- 
ferentiation is still going forward. It is one of the merits of the book 
that it gives a clear account of this tendency and indicates the lines for 
future social progress in this direction. 

The description of what actually exists is accompanied by a refer- 
ence of each social phenomenon to its immediate and remote causes. 
Here the economic factor is carefully studied. It is true that “ phil- 
anthropology ” must recognize many social factors which are not prop- 
erly called economic, but the economic factors are fundamental. Part 
III. is entitled “ Philanthropic Financiering,” and the financial element 
here is conspicuous. Political factors are also given due consideration, 
and a shrewd understanding of the strength and weakness of boards, 
committees and municipal councils is manifest in every chapter. 

“ Philanthropology ” attempts more than description and explana- 
tion. Part IV. seeks to “ indicate the methods by which improvements 
are and may be introduced, and by which it may be brought about that 
benevolence shall be more constantly beneficent.” This may be called 
social “‘ art” as distinguished from social “science,” but labels are of 
minor importance when the needed work is well done. The art rests 
onscience, quickens it and supplies it with the materials for further inter- 
pretations. In this summary of the present state of knowledge in this 
field we have numerous examples of prediction and direction, in spite 
of the fact that social science is far from pretending to an absolute 
measurement of all social forces whose character and tendency it is able 
to mark by reliable notes. 

In making an estimate of the work as a whole it seems fair and 
moderate to say that it is a book of lasting merit and without a rival in 
its field. It must remain a vital force in the inspiration and wise 
direction of benevolent purpose. ‘The subject is a unity in itself and 
the most essential elements are discussed with clearness and a due 
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sense of proportion. The select bibliography is all that is required for 
general readers and for most practical workers. One might venture 
to ask, since Uhlhorn is mentioned, why Ratzinger is omitted. Sollier’s 
work on the Idiot and Imbecile would be recommended by many. R. 
M. Smith’s discussion of Immigration is not mentioned. The 
“Schriften des deutschen Vereins fiir Armenpflege und Wohlthatigkeit,” 
are very important for students of recent German charity work. 
Drage’s discussion of the Unemployed had not appeared when the book 


went to press. 
C. R. HENDERSON. 





Die Englischen Bergwerksgesetze (Miinchener Volkswirtschaftliche 
Studien. Sechstes Stiick). By Dr. F. SpENcER BALpwIn. 
Stuttgart: J. G. Cotta’sche Buchhandlung, 1894. 8vo. pp. 
xiv-+ 258. 

TuIs monograph gives a detailed, but clear and systematic account 
of the steady progress of mining legislation from the first tentative 
measures of 1842 to the comprehensive, and in most respects admira- 
ble law of 1887, which is now in operation. 

Several causes, most important among which were the geographical 
position of the mines and the long standing of the methods in use, 
operated together to prevent any regulation of this branch of industry 
until long efter the more conspicuous and more recently developed 
system of manufacturing enterprises had received considerable attention 
from Parliament. But in 1840, eight years after the passage of the 
Reform Bill, the Children’s Employment Commission was appointed 
by act of Parliament, and its report, presented in 1842, pictured a state 
of affairs in the mines which, in the words of Lord Ashley, “no man 
could read of without experiencing a mingled feeling of shame, horror 
and astonishment.”” The nature of the report may be inferred in part 
from the provisions of the law which was founded upon it, and passed 
after obstinate resistance from the mine-owners. The employment 
underground of women, and of children less than tén years of age was 
altogether prohibited ; no child should be bound apprentice before his 
tenth year nor for more than eight years; and the appointment of an 
inspector was authorized, to take cognizance of violations of the law. 
The only portion of the law which dealt with the matter of safety in 
the mines was a clause providing that the machinery for operating the 
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elevators in the shafts should not be placed in charge of any person less 
than fifteen years of age. The payment of wages in “gifts” of liquors 
or within public houses, an abuse not described in the commission’s 
report, was also prohibited. 

In 1850 and 1855 laws were passed providing for a system of 
inspection for the prevention and investigation of accidents in the 
mines, but neither law was at all adequate. In 1860 the latter law 
expired by limitation and an act was passed through the persistent and 
systematic efforts of the miners’ unions which re-enacted its provisions 
in a more effective form. The provision of the law of 1842 concern- 
ing the payment of wages was restated in a more definite manner and 
the employment underground of children under twelve years of age 
was forbidden, except in cases where children between ten and twelve 
could read or were allowed three hours twice a week for attendance at 
school. Every mine was required to be connected with the surface by 
at least two independent shafts so that ventilation might be relatively 
more thorough than before. But this law was at once followed by a 
vigorous agitation on the part of the miners’ unions which resulted in 
the appointment of the Commission of 1865-67 and ultimately in the 
passage of the comprehensive Coal Mines Act of 1872. In the same 
year the Metalliferous Mines Regulation Act was passed, in most 
respects a close copy of its companion. 

Finally in 1887 English mining legislation assumed its present form 
in the Coal Mines Regulation Act, which incorporates a systematic 
reénactment and improvement of the law of 1872 together with those 
of 188: and 1886, and a number of new provisions based upon the 
report of the Royal Commission of 1879-86 on the scientific prevention 
of accidents. The following is a brief summary of the act: (1) The 
employment underground of women and of children less than twelve 
years of age is prohibited; (2) Persons under sixteen years of age 
shall not be required to work more than ten hours each day and fifty- 
four each week; (3) Wages shall not be paid in liquors nor in the 
neighborhood of any public house; (4) The miners may appoint a 
controller of the weighing, and the weights and scales shall be inspected 
regularly every six months; (5) A staff of inspectors is appointed by 
the government to examine the mines with reference to safety and the 
general fulfillment of the law and to report each year to Parliament ; 
(6) Every mine must be under the direction of a technically educated 
manager, must be connected with the surface by at least two inde- 
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pendent shafts, and must be inspected regularly each day before the 
commencement of work; (7) Fatal accidents may be officially inves- 
tigated; (8) There shall be issued a series of general rules for the 
laborers’ safety, and special rules shall be agreed upon for each mine 
by the owner and the Secretary of State, and published for the miners’ 
guidance and safety. No provisions appear in the act concerning 
compulsory education or the truck system, as these have been made 
subjects of general legislation. The act is drawn up in definite terms 
and is enforced by asystem of penalties, so that evasion is less easy than 
it had been'before. The laborers’ representatives are protected by an 
act of August, 1894, against molestation in the exercise of their privi- 
leges of overseeing the weighing and of inspecting the mines through- 
out, each month. 

In the final chapter a number of the present aims of the Miners’ 
Federation are discussed in detail, but of greatest interest is the very 
full statement of the arguments for and against the proposed eight 
hours law. So far as the general economic utility of the eight hours 
day is concerned, Dr. Baldwin is inclined to draw the conclusion from 
statistics which he presents, that it effects a reduction in cost of pro- 
duction instead of involving an increase. The question then remains 
as to the best method of establishing the limit. Two main arguments 
are offered and forcibly urged in favor of leaving the matter to the 
arbitrament of those most intimately concerned. The miners are abun- 
dantly able themselves to secure a reduction of the time for work, and 
have in fact already brought down the average to 8.78 hours. Where this 
is true, state intervention is inadvisable. In the second place a general 
law cannot allow for variations of the length of the day, as the demand 
for coal may slacken or become more intense. Hence the adjustment 
in the different mines can be made only by alternately discharging 
and employing numbers of men and in this way depressing wages and 
developing a class of laborers without regular employment. Even 
strikes, it is maintained, will produce more accurate local arrangements 
than can any rigid general law. These considerations lead a material 
proportion of the Miners’ Federation to oppose any legislation on the 
subject, though they desire none the less the eight hours day. The 
solution of the question may be, the author suggests, the concession 
of a share in the management of the mines to representatives of the 


laborers. 
The signal merit of the book is the clearness with which the move- 
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ment of development and progress in the legislation is traced. The 
conditions preceding each act of Parliament are carefully described, 
the exact deficiencies in scope, structure and execution of the different 
laws are pointed out, and each attempt at satisfactory regulation is 
compared with the preceding one. Not the least valuable portions of 
the study are those which outline the discussions in Parliament and 
the gradually increasing activity of the miners in their own behalf 
from: 1840 until the present. The history of mining legislation 
is made to throw much light upon the general question of govern- 
mental interference in industry. In this instance it has apparently not 
' resulted in the establishment of any conditions which are not econom- 
ically advantageous, and has certainly done much to increase the effi- 
* ciency and general welfare of the mining class. 

Henry W. Stuart. 





First Special Report of the Factory Inspectors of Illinois on Small- 
Pox in the Tenement-House Sweat-Shops of Chicago. Spring- 
field, Ill.: H. W. Rokker, 1894. 8vo. pp. 57. 


Tuis pamphlet records the attempt by the Factory Inspectors of 
Illinois ‘to enforce section 1 and section 2 of the factories and work- 
shops law,” which prohibit the use of tenements or dweiling houses 
for the manufacture of garments by any persons except those immedi- 
ately residing in them, and provide for the destruction of infected 
articles of clothing. 

The information embodied in the earlier pages of the report is 
briefly and clearly conveyed, and throws a strong light on the conduct 
of Commissioner Reynolds and the city board of health. Few statis- 
tics are given in the body of the report, and the account of the inspec- 
tors’ work is therefore fragmentary, although presenting a mass of 
petty detail. 

The record does not pretend to give anything approaching a com- 
plete enumeration of violations of the law. The cases taken are sup- 
posed to be typical, and are selected for the purpose of illustrating 
the difficulties with which the inspectors had to contend. 

For the most part the report is a report of failures to enforce the 
law. This was primarily due to the want of proper authority on the 
part of the inspectors to carry out their own orders, and, in a less 
degree, to the inefficiency of the city Commissioner of Health. The 
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inspectors point out that the lesson to be learned is the need of a 
statute which shall go to the root of the matter by absolutely prohibit- 
ing tenement-house manufacture in any form, and shall provide a 
penalty for disobedience of the inspectors’ orders. 

Further, the need of an efficient board of health, and a systematic 
record of all information relating to contagious diseases is strongly 
urged. Until these are secured, the inspectors think, all efforts will 


continue to be nugatory in the future as in the past. 
H. P. WILLIs. 


A Catalogue of the Library of Adam Smith. Edited, with an Intro- 
duction, by JAMEs Bonar. London: Macmillan & Co., 
1894. 8vo. pp. xxx-+126. 

To all true book lovers, whatever their special interests, such a 
book as this brings more delight than can easily be told. To the 
interested student it gives a certain feeling of companionship with the 
great genius whose literary history it is intended to elucidate. So 
little has been added to the meager biographical material of the great 
Scotchman originally provided by his friend Dugald Stewart, that each 
new fragment has a very serious value to the student of his life and 
works. Mr. Bonar deserves the gratitude of a wide circle of readers 
for this new and large glimpse into the workroom of the great econo- 
mist. His part of the work has been done with care, and taste, and 
judgment. But the publishers are also entitled to praise for the added 
charm they have given the volume through its splendid mechanical 
execution. It is an excellent specimen of the best modern book- 
making. 

The present enumeration contains about 1000 entries, and 2200 
volumes, the larger part of the library before its dispersion, which Mr. 
Bonar estimates at about 3000 volumes. ‘ Most of the books are bound 
solidly in calf. One or two are richly decorated, being presentation 
copies. William Smellie tells us that Adam Smith said to him, ‘I am 
a beau in nothing but my books.’ But as a rule he seems to have 
aimed at strength rather than elegance of binding, and was no hunter 
of rarities or choice editions.” A classification of the books con- 
tained in the Catalogue shows that “more than a third are in English, 
a little less than a third in French, and rather less than a quarter in 
Latin ; Italian and Greek accounting for the remainder in nearly equal 
proportions. There are three German, all presentation copies, and 
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translations of the author’s works.” About one-fifth of the books 1s 
on Literature and Art, one-fifth consists of classical authors, and one- 
fifth is on Law, Politics, and Geography. ‘“ Works on Political 
Economy and on History make up another fifth, in nearly equal pro- 
portions. Science and Philosophy divide the remaining fifth.” Dugald 
Stewart spoke of Adam Smith’s collection as “a small but excellent 
library, which he had gradually formed with great judgment in the 
selection.” 

It was not the fashion in Adam Smith’s day for a writer elaborately 
to annotate his writings with references to the authorities and sources 
on which he had drawn for material statements of fact or opinion. 
That Adam Smith was in some instances a debtor had not, however, 
escaped detection. But the precise extent of his debt had not been 
determined. In the present Catalogue Mr. Bonar has entered in red 
ink the passages in Smith’s writings in which he refers to other authors 
or their works, and these entries will appear surprisingly frequent to 
those readers who have been led by some versions of the history of 
political economy to suppose that Adam Smith created the science of 
political economy all of himself, out of his own head alone. It is 
interesting to find that Adam Smith’s copy of the Physiocratie, though 
“well bound in calf, with gold tooling and gilt edges” is also “much 
worn.” 

Among other new and interesting matter the volume contains a 
fac-simile reproduction of a letter from Adam Smith to Strahan, written 
in 1760, in which he remarks, with characteristic humor, that “an 
author had sometimes better be in the wrong and believe himself in 
the right than be in the right and believe or even suspect himself in 
the wrong ;” a copy of his will, directing the disposition to be made 
of his library; a ground plan of his house at Kirkcaldy; and a brief 
note on the portraits of Adam Smith, by Mr. John Gray, in which the 
writer expresses the opinion that the Tassic medallion of Smith was 


probably executed from life, and that, at any rate, it is a faithful like- 


ness. A. C. MILLER. 


The Canadian Banking System, 1817-1890. By Roe irr 
MortTON BRECKENRIDGE. Toronto, 1894. 8vo. pp. 363. 

In the course of the recent discussions touching the reorganization 

of the national banking system of the United States, frequent reference 

has been made to the Canadian banking system as one that presented 
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a rather remarkable record of success under general conditions similar 
to those that prevail in thiscountry. Little, however, had been written 
upon either the history, organization, methods, or results of the 
Canadian system ; and that little was so often inaccurate, or else so 
buried away in the transactions of societies and in public documents, 
largely beyond the reach of the ordinary inquirer, that his best and 
most accessible guide has perforce been the public statutes of the 
Dominion government. There was then a distinct need of some com- 
prehensive and thorough study of this subject—a need which, it is the 
pleasure of the reviewer to state, has been most excellently satisfied by 
Dr. Breckenridge’s present monograph. 

The history of the Canadian banking system since its beginning in 
the early part of this century with the separately chartered banks of 
the several provinces, is a story of continuous progress. The prece- 
dents supplied by British experience, and more especially the successful 
example of Scotch banking, shaped the early policy of the Canadian prov- 
inces. In Canada, as in Scotland, the banks have been comparatively 
unhindered in their development by statutory restrictions. Economic 
forces have been relied upon in Canada to produce the results which 
the legislator elsewhere has preferred to secure through legal limita- 
tions. No restrictions, save the unimportant one that the issues should 
not exceed a certain proportion of the paid-up capital, have been 
imposed upon the circulation of the Canadian banks. There has been 
no requirement, as under the American system, that the circulation 
should be secured by the pledge of government bonds; nor even, as in 
Scotland, that a reserve of gold should be held to cover circulation in 
excess of a certain fixed amount. The simple principle of paying 
debts in specie on demand, enforced by mutual competition of the 
banks, and sanctioned by severe legal penalties, was the conserving 
factor relied upon in early Canadian banking legislation ; and it has 
not been substantially departed from in the changes of system made 
under the Dominion government. And a similar freedom has been 
allowed the banks in the management of their reserves for ordinary 
deposits. How adequate this system has proved itself in point of 
security appears from Dr. Breckenridge’s statement that “the total loss 
of principal ultimately suffered by creditors of banks working under 
Dominion legislation, has been less than $2,000,000. The record for 
the years preceding 1867 is hardly less admirable.” Released from 
unnecessary and expensive restrictions in the management of their 
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issues and reserves, the Canadian banks have been able to supply the 
community with the needed facilities in a singularly complete degree, 
when, where and as they were needed, in times of crisis no less than in 
those of prosperity, and at remarkably uniform charges. The currency 
of the Canadian banks, whether in the form of the note or of the 
deposit, has been as elastic and automatic in its action as anything well 
could be, swift to expand or to contract according to the varying 
requirements of exchange. 

Altogether, from whatever point it be studied, the Canadian bank- 
ing system in its present form, after the revision of 1890, presents one 
of the most interesting examples of successful dealing with the banking 
problem to be found anywhere in modern legislation. To those who 
are searching for the lines on which to reform our own system, it will 
be found full of suggestion ; and to them is to be especially com- 
mended Dr. Breckenridge’s monograph for its lucid, accurate, thought- 
ful and discriminating treatment of a system which had never before 
had its due share of recognition. A. C. M. 


Honest Money. By Artuur I. Fonpa. New York: Macmillan 
& Co., 1895. I2mo. pp. ix+209. 2 Charts. 


THERE is much clear exposition of fundamental principles of money 
in Mr. Fonda’s book, even if it makes no pretense to originality. An 
impartial attempt is made, on the basis of a study of existing treatises, 
to find the good and the bad in the opposing arguments for gold and 
for silver, and to strike a judicial balance, and occasionally there is an 
attempt at independent treatment. For the advanced student of money 
there is nothing new; for the general reader there is some good, mixed 
with some very questionable, teaching. 

The writer discusses plainly the primary ideas of value and the 
functions of money ; then he compares the operation of a single gold 
standard, a single silver standard, bimetallism, and paper money. 
These general principles are applied to the existing forms of money in 
the United States, and give rise to many just criticisms. His peculiar 
views about paper money, however, lead him to favor the policy of gov- 
ernment issues. Finally, having previously shown the difficulties arising 
from using gold or silver, or any one or two commodities, as a stand- 
ard for long payments, he proposes as a solution of all our monetary 
difficulties, a modification of the multiple unit of payment. By weight- 
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ing the list of prices according to their relative importance, he finds 
the list may be bought by a certain number of dollars. The unit, to 
be defined by law, is the average purchasing power of one dollar. If 
the sum of the list is eleven dollars, this unit is one-eleventh of “the 
sum of values” in the list (p. 161). This unit should appear in the 
form of a legal tender paper money, “redeemable in any commodity 
at its current market price.”” To get the money into circulation the 
government is to loan it on approved securities, state bonds, warehouse 
receipts, first-class commercial paper, etc.; in short, the government is 
to go extensively into banking operations. 

Questions on which there might be grave differences of opinion 
are taken for granted, ¢. g., “ Money, therefore, possesses an indirect, 
if not a direct, subjective value which forms the basis of its exchange 
value. Paper money possesses the power of satisfying this need for 
money to the same extent that coin does, under like conditions, and it 
has, therefore, both subjective value and exchange value, and the latter 
is governed by the same law of supply and demand that operates in 
all cases” (p. 23). The writer carries the “quantity theory” to its 
fullest extreme by holding that, the production of paper money being 
a monopoly, its value can be entirely fixed by the issues through the 
supply. “The supply of money in any country depends directly and 
primarily on the legislation of that country” (p. 36). The vital mis- 
take in this theory is that the government can maintain “that constant 
relation between the supply of, and the demand for, money which is 
essential to its stability of value.” That governments should set out 
to regulate prices by changing the quantity of money is a possibility 
too frightful to contemplate seriously. That can never be the way by 
which justice between debtors and creditors in long contracts can be 
attained. 

Some of the other statements raising criticism are the following: 
Money is essentially a creature of the law (p. 53); the government 
controls in all cases the volume of money by specifying the metals of 
which it is made (dé@.); gold regulates the value of a country’s money 
only by limiting the volume of the whole by its scarcity (p. 55); the 
value of inconvertible paper is determined wholly by issues relative to 
the demand (p. 75); disaster in inconvertible paper has been always 
due to excessive issues (#did.); the English system of money is expen- 
sive, clumsy, and inefficient (p. 79); the rise of prices in the Civil War 
was due to the decrease of supply caused by destroying thousands of 
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men, etc. (p. go); credit does not increase facilities of exchange in 
proportion to the work to be done since 1873 (p. 93); the annual 
product of gold has not increased (zdid.), when it is now the greatest 
in history; paper money in the United States is not kept equal to 
gold by redemption, but by the fact that their u#/ities are equal (p. 
127); national banks make a profit by issue of notes, rather than by 
discounts (p. 129). J. LAURENCE LAUGHLIN. 


Socialism. By Ropert Fuint. London: Isbister & Co.; Phila- 
delphia: J. B. Lippincott & Co., 1895. 8vo. pp. 512. 


THE first eight chapters (298 pages out of 498) of this volume are, 
for the greater part, rewritten from lectures delivered “before an audi- 
ence chiefly of workingmen,” and afterward published as a series of 
papers in Good Words. Still it is a work which aspires to some scien- 
tific standing, as will appear from a glance at its table of contents. 
There are chapters on the History of Socialism, Socialism and Labor, 
Socialism and Capital, the Nationalization of Land, the Collectivisa- 
tion of Capital, Socialism and Social Organization. The two hundred 
pages not based on the author’s lectures are still more significant of 
a serious purpose; they deal with the questions of Socialism and 
Democracy, Socialism and Morality, Socialism and Religion. 

Professor Flint sets out with many citations of definitions of his 
subject from various writers and then gives his own definition (p. 17), 
which reads: “Socialism is any theory of social organiza- 
tion which sacrifices the legitimate liberties of individuals to the will 
or interests of the community.” He goes on to say (pp. 17-18): “I 
do not think we can get much farther in the way of definition. . The 
thing to be defined is of its very nature vague, and to present what is 
vague as definite is to misrepresent it. No definition of Socialism at 
once true and precise has ever been given or ever will be given. For 
Socialism is essentially indefinite, indeterminable. It is a tendency 
and movement towards an extreme Socialism is the exaggera- 
tion of the rights and claims of society, just as Individualism is the 
exaggeration of the rights and claims of individuals. The latter system 
rests on excessive or exclusive faith in individual independence; the 
former system rests on excessive or exclusive faith in social authority.” 
This is, of course, a definition which involves a condemnation of that 
which it sets out to characterize, and is therefore an unfortunate defini- 
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tion for any useful purpose. It is, moreover, an attempt at defining 
socialism in the extreme generical sense so as to include all possible 
phases and manifestations of the movement in the past and the present, 
and not specifically that definitely conceived movement which confronts 
society with such singleness of purpose today, and which is the object 
of so much lively alarm and of so much hope and enthusiasm. This 
chapter on the definition of socialism has, indeed, more to do with 
fossil and recent forms than with that extant type of socialism which 
one might fairly expect would be treated of by a teacher who is 
addressing a popular audience with the avowed purpose of instructing 
and influencing them in their attitude toward the movement as one of 
the vital questions of the day. It also appears in a later chapter (p. 
61) that “The kind of Socialism most in repute at present . . . is the 
government of all by and for all, with private property largely or wholly 
abolished, capital rendered collective, industrial armies formed under 
the control of the state on co-operative principles, and work assigned 
to every individual and its value determined for him.” “The Socialism 
thus described has come to be commonly designated Collectivism, and 
the name is convenient and appropriate. It is the only kind of Social- 
ism greatly in repute at present, or really formidable; and, conse- 
quently, it is the form of it which especially requires to be examined. 
It is the Socialism which I shall henceforth have chiefly in view” 
(pp. 62-63). The prefacing of his discussion by the characterization 
first cited above becomes all the more surprising when it appears that 
the author finds this second and very different definition necessary for 
practical use. 

It may be noted in connection with this painstaking effort at 
defining his subject that while Professor Flint quotes with approval 
and in support of his own position Shaeffle’s characterization of social- 
ism (pp. 61-62) he falls foul of the same authority in a curious manner 
at an earlier point (p. «8). Professor Flint formulates in strong terms 
the view that socialism is, in point of principle, the diametrical opposite 
of individualism; whereas Schaeffle in his well-known /mposstbility of 
Social Democracy has this to say in amplification of his definition of 
collectivism: “Liberalism and socialism are offspring of the same 
spirit, the spirit of Individualism.” “It [Collectivism] is at bottom 

. the extreme of Individualism — Individualism in universal real- 
ization, and intensified by the envious fancy of the proletariat.” The 
impression produced by this lack of harmony between the author and 
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the authority whom he cites in support of his own position is height- 
ened by certain passages in a later chapter (pp. 97-100) where he pro- 
fesses the view that socialism and individualism are in a vital sense 
coincident in point of fundamental principle. 

The manner in which the author’s position vacillates between an 
identification of socialism with individualism and a contrasting of the 
two as antagonistic opposites suggests the generalization (which might 
perhaps not be borne out by a careful re-reading of the volume) that 
the two are held to be antagonistic in those portions of the book 
which are printed in large type, and to be identical in those portions 
which are in small print. The large print contains (apparently) the 
substance of the popular lectures which formed the nucleus of the 
book ; the fine print, the most of the subsequent emendations. 

It may be in place to say a word in extenuation of the lexicogra- 
pher Littré’s fault, when he is criticised by Professor Flint (p. 15) for 
his definition of socialism, which “is, if possible, worse” than that given 
by the dictionary of the Academy. The Academy dictionary’s defini- 
tion reads; ‘The doctrine of men who pretend to change the state, 
and to reform it, on an altogether new plan ;” Littré’s definition as 
quoted by Professor Flint is; “A system which, regarding political 
reforms as of subordinate importance, offers a plan of social reform.” 
Now, while Professor Flint may be well within the bounds in saying 
that it is by no means characteristic of the socialism of today “to sub- 
ordinate the political to the social,” Littré was perhaps equally accu- 
rate in his day in defining it as he did. Littré’s socialistic (communistic) 
bias was acquired early. It dates back to the period when the term 
“socialism” first came into vogue. The definition which he gives is 
probably to be taken as answering to his own first-hand knowledge of 
the use of the term at that early day, and it defines the usage of that 
time with Littré’s accustomed discrimination. The term took its 
early meaning from Owenism, and even appreciably later than the 
middle of the century “socialism” denoted, in European usage, a rela- 
tively respectable upper-class movement for the amelioration of the 
lot of humanity in general, and of the working class in particular, by 
social rather than political reform. The movement inaugurated by 
Marx and Engels in the forties is the typical “socialist’”” movement of 
today; but when these men drew up the Manifesto of the Communist 
Party in 1847 they, and the League whose spokesmen they were, unhes- 
itatingly adopted the term “communism” to describe their movement. 
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Marx and Engels, in the turbulent years of the forties, could no more 
have classed their propaganda as “ socialism” than Mr. Hyndman or 
Mr. Morris today could class their activity under the head of “ univer- 
sity settlements.” 

The discussion under the head of Socialism and Labor does not 
inspire confidence in Professor Flint’s apprehension of what is 
involved in the socialist doctrine of labor-value and of the “ Right to the 
Entire Product of Labor.” There occurs, ¢. g., the following passage 
(p. 126): “ Karl Marx.... maintains that the value of work should 
be estimated according to the quantity of socially necessary labor expended, 
or, in equivalent terms, according to the time which must be on the aver- 
age occupied in the work. There is neither reasonableness nor justice 
in this view. Mere expenditure of labor does not produce any value, 
and is not entitled to any remuneration. A man may labor long and 
hard in producing something in which nobody can see any use or 
beauty. If he do so, he will get nothing for his labor, and he has no 
right to expect anything for it. He may expend ten hours’ labor in 
producing what there is so little demand for that he will get merely 
the pay of one hour’s work for it.” To this it is to be said that prob- 
ably no socialist would have any hesitation in repudiating the con- 
struction of the doctrine of labor-value contained in this comment. 
That doctrine is surely infirm enough to inspire surprise at its wide 
acceptance, but its weakness is not so obvious at the first glance as the 
construction, put upon it by Professor Flint (pp. 126-127) would 
imply. Marx was too skillful a dialectician (to say nothing more) to 
base his economic scheme on so undisguised an absurdity. Still, the 
discussion of the Marxian theory of value and surplus-value is suggest- 
ive, though it is scarcely as conclusive as Professor Flint appears to 
find it. 

In the chapter on Socialism and Labor (pp. 149-150, there is a fairly 
lucid statement of the Marxian (socialistic) definition of “capital.” 
Capital, according to this view, comprises those productive goods 
which are held as private property and employed by means of hired 
labor for the production of a profit. In the chapter on Socialism and 
Capital (pp. 157 e¢ seg.), however, when speaking of the ungrounded 
hostility of socialists to “capital” this peculiar socialistic concept of 
capital as “an historical category” is forgotten, and the discussion 
plainly proceeds on the assumption that socialistic hostility to “capi- 
tal” means hostility to the instruments of production. This failure 
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to consistently maintain the distinction between the socialist concept 
of capital and the concept as currently in vogue vitiates the entire 
chapter. 

Occasionally there crop out curiosities of economic argument; the 
following (pp. 216-217) is an example taken from the chapter on the 
Nationalization of Land (a portion of the argument which has appar- 
ently been carried over with but inconsiderable change from the pop- 
ular lecture): ‘The rise and fall of the rents of land, then, depend 
on the labor and good or bad fortune of society no otherwise than 
the rise and fall of all other rents, of all prices, and of all values. 
There is nothing special or peculiar in the mode of their increase or 
in the course of their movement which can warrant society to treat 
them in an exceptional way, and to deal with property in land differ- 
ently from all other property The man who can believe that 
land is in this country the exclusively, or even a specially, remunerative 
kind of property, that the want of it is a necessary and chief cause 
of poverty, and the possession of it the infallible and abundant source 
of wealth, displays a remarkable power of adhering to a prepossession 
in defiance of its contradiction by experience. Is there any kind of 
property which increases less in value in Britain than land? It is known 
not to have doubled in value during the last seventy years. It has 
certainly diminished in value during the last twenty years.” It would 
perhaps be impossible to pursue a line of argument less convincing 
than this to the advocate of land nationalization on the ground of 
the doctrine of an unearned increment, or one that would be more 
completely beside the point. 

The discussion is abreast of the time with respect to the position taken 
on State Socialism and Christian Socialism, both of which movements 
are excluded by Professor Flint from the category of modern social- 
ism proper. With regard to the latter of the two there occurs (pp. 
440-441) the following summary statement: “Christianity and Social- 
ism, then, are not so related as those who are styled Christian Social- 
ists imagine. What is called Christian Socialism will always be found 
to be either unchristian in so far as it is socialistic, or unsocialistic in 
so far as it is truly and fully Christian.” 

The range of the discussion is such as to preclude any detailed 
review of the contents of the volume. The book bears testimony to 
its author’s erudition at the same time that it shows a wide acquaint- 
ance with writers and events related to the socialist movement. The 
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method of treatment varies from the homiletical to the polemical, and 
is generally ex parte, in spite of an evident effort at impartial presenta- 
tion. The presence of an animus throughout the argument results in 
such narrowness of construction as defeats the main purpose of the 
book. One feels in reading the triumphant refutation of one after 
another of the socialist positions that the positions in question have not 
been stated in their strongest and most reasonable form, and that the 
discussion for that reason does not dispose of the questions with any 
finality. Its refutations (and it is eminently a volume of refutations) 
will be accepted as conclusive chiefly by those who are already in a 
frame of mind to accept the conclusions offered. It can scarcely 
be said to be a book with which science, especially the science of 
economics, will have to count. There is a lack of unity, not to say of 
consistency, in the treatment of the subject and in the point of view 
from which it is approached, and even in the salient features of the 
characterization of the movement itself. It is a book that might have 
been more useful, and probably would have met with a more sympa- 
thetic acceptance at the hands of intelligent people, a generation ago 
than today. T. B. VEBLEN. 





Social England. A Record of the Progress of the People in Religion, 
Laws, Arts, Industry, Commerce, Science, Literature and Man- 
ners, from the Earliest Times to the Present Day. By Various 
Writers. Edited by H. D. Trait, D.C.L. Volume I., 
From the Earliest Times to the Accession of Edward I.; Volume 
II., From the Accession of Edward I. to the Death of Henry 
VII, New York: G. P. Putnam’s Sons, 1893-1894, 8vo. 
pp. lvi+504 and xii+ 587. 

THE first two volumes of this ambitious work may not be fully rep- 
resentative of the whole, but they at least enable one to judge the mer- 
its of this unique plan. The scope of the five volumes which are prom- 
ised is indicated by the sub-title, as also by the following passage 
from the introduction. “A civilized nation may be treated asa 
Society, a Polity or a State among States... . . It has been the object 
aimed at in these pages to adstract from the political, and to ¢so/ate the 
social facts of our history wherever this can be done.” To accomplish 
this the material has been grouped under seven heads, as follows: 
Civil Organization, Religion, Learning and Science, Literature, Art, 
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Trade and Industry, Manners. It is immediately apparent that herein 
is the strength and weakness of the book. These subjects are dis- 
cussed by specialists who give a more or less connected narrative in 
the several chapters, which latter are of course chronologically divided. 
There is the opportunity in this arrangement for the thoroughness of 
monographs, but the book is designed to be popular and space as well 
as method preclude exhaustive treatment. It is hardly possible then 
to give more than a judicious restatement of facts which have been 
recorded in more technical writings. The well-known books of Rog- 
ers, Ashley, Gross, Cunningham and kindred writers are much more 
satisfactory for the student. This is not to say that there is no orig- 
inal material in this book, but that the student would prefer a special 
treatment of the subjects not discussed in the works just mentioned. 

Is this work better adapted, then, to the general reader? If pos- 
sible the mere mechanical arrangement is even less satisfactory for this 
purpose. Despite the manifestly careful labors of the editor there is 
nothing approaching the effect of a continuous narrative which the 
average reader demands. The danger of repetitions is recognized by 
the editor in the introduction, but it is not considered a serious fault 
cbuaees “‘ Economic movements, for instance, are sometimes inseparably 
associated with changes in manners, arts and industries occasionally 
overlap each other, the religious leader in early periods is often the 
promoter of learning, not infrequently also the man of letters.” Nev- 
ertheless, one grows weary of seeing every section for a couple of 
hundred pages prefaced by an account, for example, of the ravages of 
the Black Death. Not that the importance of the Plague as affecting 
every phase of life can be overestimated, but here as elsewhere force 
is lost by repetition, especially if a weak section follows a strong one 
as is often the case. This suggests a fault which is unavoidable in a 
work of this character, its inequality. Not many of the sections are with- 
out merit, but a few are almost sophomoric in their emptiness. In great 
contrast are others of great merit. Among the more valuable discussions 
are those on law, industry and art. Perhaps the more meritorious 
parts are those on religion and social life. In the latter the writer has 
the advantage of a less worn path and material which bears quite 
directly on the purpose of the book. The sections on religion, how- 
ever, are of very great value and written in a spirit thoroughly con- 
sistent with the plan of the work. The section on Wicliffe is the best 
treatment of his social teachings the reviewer has seen. Among the 
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single sections of unusual value one ought to mention that on Roman 
life in Britain, a careful and somewhat original account. 

Aside from the faults inherent in the method of the book one may 
mention the speculations in Volume I., due partly to insufficient 
material, with which must be coupled a little too great dependence on 
analogy as illustrated especially in Chapter II. of the first volume, 
where not only tenth century customs but even those of the thirteenth 
century are made to do service for the fifth century. The amount of 
space devoted to warfare, the navy, and such subjects is entirely incon- 
sistent with the idea of a history of social England. As the editor 
says, “there are passages in the epic of a nation’s life which impera- 
tively require recitation to the strains of martial instruments.” This 
does not warrant, however, giving one-tenth of the two volumes, 106 
pages, to such matter. 

The merits of these volumes are to be found in the individual 
treatises, some of which, as has been said, are excellent. It is doubtful 
if their composite value is great enough to make amends for the 
defects of method, as was hoped by the editor. The plan is not well 
adapted either to the student or the general reader. It has to be said 
that the later volumes may be more satisfactory by virtue of more 
abundant and positive data. Aside from the unequal merit of the dif- 
ferent parts of the book there is a flaw, however, which it does not 
seem possible to eliminate without giving greater liberty to the editor. 
The work lacks even the suggestion of unity. The great social system 
known as feudalism cannot be appreciated from these volumes on 
“Social England.” The evolution of social life is more easily followed 
in England than any other nation. One of the greatest stages in this 
evolution is known as feudalism. It is, of course, no easy matter to 
picture the civil, religious, educational, literary, artistic, economic, and 
social features as part of a great system, yet without this the purpose 
of this book has not been accomplished. The volumes have many 
merits, but they do not give an adequate picture of social England. 

CHARLES ZEUBLIN. 











